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PREFACE 



This book was not written to applaud or censure the 
acts of any statesman ; to attack or defend any existing 
banking establishment ; to advance or refute any new 
theory respecting the currency. It aims not to 
instruct the members of the cabinet, nor to guide the 
counsels of the senate. Its only aim is to impart 
useful knowledge to the public at large; 

Banking is both ah art and a science. As an art 
it is a branch of trade intimately connected with 
every man's business ; as a science, it forms an im- 
portant portion of political economy. The knowledge 
of banking as an art, is acquired like that of other 
arts, by serving an apprenticeship, or engaging prac- 
tically in its operations. The knowledge of banking 
as a science, may be acquired like that of other 
sciences, by reading, observation, and reflection. 
These two branches of knowledge do not always 
accompany each other. Some, who are practically 
engaged in banking, do not study its principles; 
while those who have written upon its principles, Jjave 
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for the most part been political economists and 
statesmen, who were unacquainted with its practical 
details. This publication will perhaps be thought 
worthy of some degree of attention, upon the ground 
that it professes to be a scientific work, written by a 
practical man. 

This book may be considered as a grammar of 
banking. The general reader may here acquire a 
competent knowledge of most of the facts and prin- 
ciples connected with the subject : and those who 
wish for a more extensive reading, Tfrould do well to 
begift with this work, and then proceed to the perusal 
of those excellent pamphlets and treatises which have 
beei* written upon detached and controversial portions 
of the science. ' ' The best vray to learn any science, " 
feays Dr. Watts, " is to begin with a regular system ; 
or a short and plain scheme pf that science, well 
drawn up into a narrow compass." " If a man deals 
always, and only, in essays and discourses on parti- 
cular parts of a science, he will never obtain a dis- 
tinct and just idea of the whole ; and may perhaps 
omit some important portion of it, after seven years' 
reading of such occasional discourses. " 

J. W. G. 

9, Waterloo Place, 
Jan. 31, 1834. 
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SECTION i. 

THE ORIGIN AND PROGRESS OF BANKING. 

An eminent historian observes, that " it is a cruel 
mortification, in searching for what is instructive in 
the history of past times, to find that the exploits of 
conquerors who have desolated the earth, and the 
freaks of tyrants who have rendered nations unhappy, 
are recorded with minute and often disgusting accu- 
racy, while the discovery of useful arts, and the 
progress of the most beneficial branches of commerce 
are passed over in silence, and suffered to sink into 
oblivion."* This remark is strictly applicable to the 
origin and progress of banking. We have but little 
information as to what kind of banks existed in the 
earlier ages, or on what system they conducted their 
business. As most of the nations of antiquity sub- 
sisted chiefly on agriculture, they probably had little 
occasion for banks; for it is only in commercial 
countries that these institutions have attained to any 



* Robertson's Historical Disquisition on India, page 46. 
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2 THE HISTORY AND PRINCIPLES 

high degree of prosperity. And as even the com- 
mercial nations of antiquity were unacquainted with 
joint stock companies, or commercial corporations, 
and had not discovered the use of paper-money or 
bills of exchange, the business of a banker, even 
among them, must have been somewhat different from 
that of a banker of the present day. The merchants 
of those early times employed as money, gold and 
silver bullion; and received it and paid it away by 
weight. It is probable that the merchants would 
require that the precious metals they received should 
be of a certain degree of fineness. We read of 
Abraham* weighing unto Ephron 400 shekels of 
silver, current money with the merchant — a phrase 
which implies that the money current with the mer- 
chant was different from that in ordinary use. 

After bullion was superseded by coin, and each 
nation had a coin of its own, the merchants would 
necessarily in the course of their business receive 
coins belonging to different nations, and hence would 
be applied to by strangers who wished to exchange 
their own money, for the money of the country in 
which they sojourned. This would take place more 
particularly in those oriental countries whose inha- 
bitants were accustomed in certain seasons to meet 
together for the celebration of public festivals. We 
read in the New Testament t of monfey*- changers 
who had tables in the Temple of Jerusalem. It is 
probable they attended for the purpose of giving 
Jewish money in exchange for those various coins, 
which persons coming from the neighbouring coun- 
tries might have brought with them* Whether the 
business of money-changing was carried on as a 
separate employment, or united with the general 
business of a merchant, we ar£ not informed ; but it 
is stated, that the exchangers allowed interest for 



* Genesis xxiii. 16. f Matthew xxi. 12. 
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money lodged in their hands. " Thou wicked and 
slothful Servant, thou oughtest to have put my money 
to the exchangers, and then at my coming I should 
have received mine own with usury."* From the 
circumstance of their allowing interest on money, we 
may infer that they also lent money on interest; 
otherwise they would have had no use for the money 
they borrowed. This scanty information forms the 
whole of our knowledge respecting the mode of 
Banking practised by the ancient Babylonian, Egyp- 
tian, and Jewish nations. 

* With respect to the Bankers of Greece we have 
more ample details : 

In Greece the first banks were the temples. 

" The wealth and growing estimation of Delphi, had also another 
source, of which information remains only so far as to assure us of the 
fact with far less explanation of circumstances, than for its import- 
ance might be desired. In the general insecurity of property in 
the early ages, and especially in Greece, it was highly desirable to 
convert all that could be spared from immediate use, into that which 
might more easily be removed from approaching danger. By a 
compact, understood among men, with this view the precious metals 
appear to have obtained their early estimation. Gold then, and 
silver having acquired their certain value as signs of wealth, a deposit 
secure against the dangers continually threatening, not individuals 
only, but every town and state in Greece, would be a great object 
of the wealthy. Such security offered no where in equal amount as 
in those temples, which belong not to any single state, but were 
respected by the common religion of the nation. The priesthood, 
not likely to refuse the charge, would have a large interest in acquir- 
ing the reputation of fidelity to it. Thus Delphi appears to have 
become the great bank of Greece, perhaps before Homer, in whose 
time its riches seem to have been already proverbial. Such then 
was found the value of this institution, that when the Dorian con- 
querors drove so large a part of the Greek nation into exile, the 
fugitives who acquired new settlements in Asia, established there, 
their own national Bank, in the manner of that of their former 
country, recommending it to the protection of the same divinity. 
The Temple of Apollo, at Branchidae, became the great depository 
of the wealth of Ionia."-}- 



* Matthew xxv. 27. 
•j" Mitford's History of Greece, vol. i. page 193. 
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4 THE HISTORY AND PRINCIPLES 

Afterwards the temple of Olympia, like that at 
Delphi, became an advantageous repository for trea- 
sure. But although the temples discharged one of 
the offices of banks, by being places of security, yet as 
they did not grant interest on the money deposited, 
they did not supersede banks of deposit established 
by private individuals. At Athens especially, bank- 
ing was a flourishing trade. 

" The greater part of the Athenians employ their money in trade, 
but they are not permitted to lend it for any place but Athens. 
They receive an interest for the use of it which is not fixed by the 
laws, but stipulated in a contract, deposited either in the hands of a 
banker, or some friend to both parties. If, for instance, a voyage 
is to be made to the Cymmerian Bosphorus, the instrument specifies 
the time of the departure of the vessel, the kind of commodities with 
which she is to be freighted, the sale which is to be made of them in 
the Bosphorus, and the merchandize which she is to bring back to 
Athens, and as the duration of the voyage is uncertain, some agree 
that their money shall not be payable till the return of the vessel ; 
while others more timid, and contented with a less profit, require 
that it shall be repaid at the Bosphorus immediately after the sale 
of the goods carried out ; in which case they either themselves repair 
to the place where they are to receive it, or send thither some person 
in whom they can confide, and whom they empower to act for them. 

" The lender has his security, either on the merchandize or the. 
goods of the borrower ; but as the dangers of the sea are in part 
risked by the former, and the profit of the latter may be very con- 
siderable, the interest of money thus lent may rise as high as thirty 
per cent., more or less, according to the length and hazards of the 
voyage. 

" The usury of which I have spoken is known by the name of 
maritime, that called landed is more oppressive, and no less variable. 

" Those who, without risking the dangers of the sea, wish to 
derive profit from their money, lend it to bankers at the rate of twelve 
per cent, per annum, or rather one per cent, for every new moon. 
But as the laws of Solon do not prohibit those who have money 
from demanding the most extravagant interest for it, some persons 
receive more than sixteen per cent., and others, especially among 
the lower classes of people, exact every day the quarter of the 
principal. These extortions are not concealed, and cannot be pun- 
ished, except by the public opinion, which condemns, but does not, 
sufficiently despise those who are guilty of them. 

" Commerce increases the circulation of wealth, and this circula- 
tion has given birth to the occupation of Bankers, which facilitates 
it still more. A person who is about to make a voyage, or who 
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fears to keep by him too great a sum of money, lodges it in the hands 
of these Bankers, sometimes only as a trust and without requiring 
any interest, and sometimes on condition of sharing with them the 
profit it shall produce. They advance money to Generals who ga 
to take on them the command of armies, or other individuals who 
stand in need of their assistance. 

" In the greater part of bargains made by them, no witness is 
required, they content themselves with entering in a register that 
such a person has deposited in their hands such a sum, which they 
must repay to such another, if the former should happen to die. 
It would sometimes be very difficult to prove that they have received 
a sum of money, were they to deny it, but if they should expose 
themselves to such a charge more than once, they would lose the 
confidence of the public, on which depends their success in the 
business in which they are engaged. 

" By employing the money deposited in their hands, and lending 
it at a greater interest than they are to pay for it, they amass riches 
which gain them friends, whose protection they purchase by assidu- 
ous services. But all is lost when, unable to call in their money, 
they are incapable of fulfilling their engagements. They are then 
obliged to conceal themselves, and can only escape the severity of 
justice by surrendering all their remaining property to their creditors. 

" Those who wish to exchange foreign money, apply to the bank- 
ers, who by different means, as the touch-stone and the balance, 
examine whether they are not adulterated or deficient in weight."* 

In a treatise published by Xenophon, upon the 
Athenian revenue, we meet with the first suggestion 
for the establishment of a joint-stock bank. 

" A very remarkable project, which seems to have been original 
with Xenophon, next occurs, — the establishment of a bank by 
subscription, open to all the Athenian people. The interest of 
money it appears was enormous at Athens, an unavoidable conse- 
quence of the wretched insecurity of person and property. Through- 
out modern Europe, land is of all property esteemed the safest source 
of income ; but in Greece it was held, that the surest return was 
from money lent at interest. For in the multiplied division of Greece 
into small republics with very narrow territories, the produce of land 
was continually liable to be carried off, or destroyed by an invading 
enemy, but a monied fortune according to Xenophon's observation 
was safe within the city walls. In proportion, then, to the interest 
of money and the insecurity of all things, the profits of trade will 
always be high, and thus numbers would be induced to borrow, 



* See Travels of Anacharsis in Greece, by the Abbe Barthelemy, 
and the authorities there referred to. 
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even at a high interest. Xenophon therefore proposed, by lending 
from the public stock and encouraging commercial adventure by 
just regulations, to raise a great revenue; and, by the same means, 
instead of oppressing, to enrich individuals. As a corollary, then, 
to his project, when the amount of the subscription or its profits 
might allow, he proposed to improve the ports of Athens, to form 
wharfs and docks, to erect halls, exchanges, warehouses, market- 
houses, and inns ; for all which, tolls and rents should be paid, and 
to build ships to be let to merchants. Thus while numbers of indi- 
viduals were encouraged and enabled to employ themselves for 
their private benefits, the whole Athenian people would become one 
great banking company, from whose profits every member, it was 
expected, would derive at least an easy livelihood."* 

At Rome, the bankers were called Argentarii, 
Memariiy Numularu^ or Colly bistcz. The banking- 
houses or banks were called Taberce Argentarice, or 
Mensce NumularitB. Some of these bankers were 
appointed by the government to receive the taxes, 
others carried on business on their own account. 
Their mode of transacting business was somewhat 
similar to that which is in use in modern times. 
Into these houses the state or the men of wealth 
caused their revenues to be paid, and they settled 
their acounts with their creditors by giving a draft or 
cheque on the bank. If the creditor also had an 
account at the same bank, the account was settled by 
an order to make the transfer of so much money from 
one name to another. To assign over money or to 
pay money by a draft, was called perscribere and 
? % escribere, the assignment or draft was called attri- 
hutio. These bankers, too, were money-changers. 
They also lent money on interest, and allowed a 
lower rate of interest on money deposited in their 
hands. In a country where commerce was looked 
upon with contempt, banking could not be deemed 
very respectable. Among most of the ancient agri- 
cultural nations, there was a prejudice against the 
taking of interest for the loan of money. Hence the 



* Mitford's History of Greece, vol. iv, page 22. 
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private bankers at Rome were sometimes held in 
disrepute, though those whom the government had 
established as public cashiers, or receivers-general, 
as we may term them, held so exalted a rank, that 
some of them became consuls. * 

The Romans had also loan banks, from which the 
poor citizens received loans without paying interest. 
We are told that the confiscated property of criminals 
was converted into a fund by Augustus Caesar, and 
that from this fund sums of money were lent without 
interest, to those citizens who could pledge value to 
double the amount. The same system was pursued 
by Tiberius. He advanced a large capital, which 
was lent for a term of two or three years to those 
who could give landed security to double the value 
of the loan. Alexander Severus reduced the market 
rate of interest by lending sums of money at a low 
rate, and by advancing money to poor citizens to 
purchase lands, and agreeing to receive payment 
from the produce. 

After commerce and the arts had revived in Italy, 
the business of banking was resumed. The word 
bank is derived from the Italian word Banco, a bench 
— the Jews in Lombardy having benches in the market- 
place for the exchange of money and bills. When a 
banker failed, his bench was broken by the populace ; 
and from this circumstance we have our word bank- 
rupt. Though the States of Venice and Genoa made 
the most rapid advances in commerce, and established 
public banks, yet the department of banking appears 
to have fallen more particularly into the hands of the 
Florentines. " As the Florentines did not," like the 
Venetians and the Genoese, "possess any commodious 
sea port, their active exertions were directed chiefly 
towards the improvement of their manufactures and 
domestic industry. About the beginning of the four- 



* See Beckman's History of Inventions, vol. hi. page 19. 
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teenth century, the Florentine manufacturers of 
various kinds, particularly those of silk and woollen 
cloth, appear, from the enumeration of a well-informed 
historian, to have been very considerable. The con- 
nexion which they formed in different parts of Europe* 
by furnishing them with the productions of their own 
industry, led them to engage in another branch of 
trade, that of banking. In this they soon became so 
eminent, that the money transactions of almost every 
kingdom in Europe passed through their hands, and 
in many of them they were entrusted with the collec- 
tion and administration of the public revenues. In 
consequence of the activity and success with which 
they conducted their manufactures and money trans- 
actions — the former always attended with certain 
though moderate profit, the latter lucrative in a 
high degree, at a period when neither the interest 
of money nor the premium on bills of exchange 
were settled with accuracy — Florence became one 
of the first cities in Christendom, and some of its 
citizens extremely opulent."* Cosmo di Medici was 
reckoned the most wealthy merchant ever known in 
Europe, and in a treaty whereby Lewis XI. engaged 
to pay Edward IV. fifty thousand crowns annually, it 
was expressly stipulated that the King of France 
should engage the partners of the Bank of Medici to 
become bound for the faithful and regular perform- 
ance of this agreement on the part of himself and his 
heirs, f 

Although the business of banking has probably 
always been carried on by private individuals before 
it has been carried on by a public company, yet most 
countries have found it usefiil to establish a public or 
national bank. Some of these banks have been 



* Robertson's Disquisition on India, page 113. 
j- Macpherson's History of Commerce, vol. i., page 698. 
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founded for the purpose of facilitating commerce^ 
others to serve the government. 

The most ancient bank was that of Venice. It is 
supposed to have been established in 1157.* The 
state being involved in debt, through a long and 
severe war, the public creditors were formed into a 
corporation, with peculiar privileges, and the debts 
were allowed to be transferred from one name to 
another, much in the same way as our public funds, 
or the stock of our public banks. It was made a 
particular regulation that all payments of wholesale 
merchandize, and bills of exchange, shall be in 
bank money ; and that all debtors and creditors 
shall be obliged, the one to carry their money to 
the bank, the other to receive their payments in 
banco, so that payments were made by a simple 
transfer of stock from one account to the other. This 
bank may be deemed a wonder for the twelfth cen- 
tury, but requiring much alteration to adapt it to the 
modes and manners of the nineteenth, f 

So early as the year 1349, the business of banking 
was carried on by the drapers of Barcelona, who 
were probably the most wealthy class of merchants 
in that city. But by an ordinance of the king of 
Arragon, they were not allowed to commence this 
branch of trade until they had first given sufficient 
security. In the year 1401, a public bank was 
established by the magistrates, and the city funds 
were responsible for the money placed in the bank. 
They exchanged money, received deposits and dis- 
counted bills of exchange, both for the citizens and 
for foreigners. J 

The bank of Genoa was established in 1407. This 
bank, like that of Venice, owed its origin to the 



* Anderson's History of Commerce, vol. i. p< 156. 

f See Montefiore's Commercial Dictionary, Article Bank. 

X Macpherson's History of Commerce, vol. i., pp. 540,612, 
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debts of the state. Considerable confusion had 
arisen from the multitude of loans which the re- 
public had contracted with its citizens. These 
various loans were now formed into one total amount, 
and made the capital of the bank. This, bank was 
called the Chamber of St. George, and its manage- 
ment was entrusted to eight directors, elected by the 
proprietors of the stock. As a security for the debt, 
the state made over to the bank several cities and 
territories, antong which was the port of Caffa and 
the little kingdom of Corsica. 

The bank of Amsterdam was founded in the year 
1609. It was occasioned by the vast quantity of worn 
and clipped coins then in circulation, in consequence 
of which the value of the currency was reduced above 
nine pet cent, below that of good money fresh from 
the mint. The bank received these deficient coins 
at nearly their intrinsic value, and made all its issues 
in coin of the standard weight and fineness. At the 
same time a law was made that all foreign bills of 
exchange should be paid in bank money. This law 
raised the value of bills on Holland in foreign coun- 
tries, and compelled every merchant' to keep an 
account at the bank, in order that he might at all 
times have legal itioney to pay his foreign bills. The 
premium (called the Agio) on bank money was regu- 
lated by the market price of gold, and was subject 
to considerable fluctuations. To prevent the gambling 
to which these fluctuations gave rise, the bank at 
length determined to sell bank money for currency 
at five per cent, agio, and to buy it again at four per 
cent. From this and other sources of profit the bank 
is supposed to have gained a considerable revenue. 
It was the entire property of the city of Amsterdam, 
and was placed under the direction of four burgo- 
masters, who were changed every year.* 

■■ ' » — ' — 

* Adam Smith's Wealth of Nations. 
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The bank of Amsterdam was the model on which 
were formed most, of the European banks now in 
existence ; but they have varied very considerably 
from each other, according to the circumstances of 
the respective countries in which they have been 
established. 



SECTION II. 

THE RISE OF BANKING IN ENGLAND, 

The exchanging of money ; the lending of money ; 
the borrowing of money ; the transmitting of money, 
are the four principal branches of the business of 
modern Banking, and in most countries they seem 
to have taken their rise in the order in which tney are 
here named. 

MONEY CHANGING. 

For several centuries the only coin current in 
England was made of silver, and the highest deno- 
mination was the silver penny. This coin con- 
tained about half as much silver as one of our 
sixpences. There were also silver halfpence and 
silver farthings, and frequently the 'silver pennies 
were cut into halves and quarters to serve the purpose 
of halfpence and farthings, until laws were made to 
prohibit the practice. Copper was not coined in 
England until the year 1609, and then the small 
leaden tokens previously issued by private individuals 
were suppressed. 

Gold is supposed to have been first coined in Eng- 
land in the year 1344, when Edward III. issued gold 
nobles, half nobles, and farthing nobles ; the noble to 
pass for 6$. 8e/., the half noble for 3$. 4</., and the 
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fttfthing noble for 1*. Sd. This coinage seems to have 
given rise to the office of Royal Exchanger. 

" It was not so easy a matter in the times we are now considering 
to exchange gold and silver coins for each other as it is at present, 
and therefore, Edward III. and several of his successors took this 
office into their own hands, to prevent private extortion as well as 
for their own advantage, and they performed it by appointing certain 
persons, furnished with a competent quantity of gold and silver coins, 
in London and other towns, to be the only exchangers of money, at 
the following rate : — When these royal exchangers gave silver coins 
for a parcel of gold nobles ; for example, they gave one silver penny 
less for each noble than its current value, and when they gave gold 
nobles for silver coins they took one penny more, or 6s. 9d. for each 
noble, by which, in every transaction, they made a profit of 1 l-5th 
per cent. These royal exchangers had also the exclusive privilege 
of giving the current coins of the kingdom in exchange for foreign 
coins, to accommodate merchant-strangers, . and of purchasing light 
money for the use of the mint. As several laws were made against 
exporting English coin, the king's exchangers, at the several sea- 
ports, furnished merchants and others who were going beyond seas, 
with the coins of the countries to which they were going, in exchange 
for English money, according to a table which hung up in their 
office for public inspection. By these various operations they made 
considerable profits, of which the king had a certain share. The 
house in which the royal exchanger of any town kept his office was 
called the Exchange, from which it is probable the public structures 
where merchants meet for transacting business derive their name."* 

This institution continued until the middle of the 
reign of Henry VIII., when it fell into disuse. It 
was re-established in the year 1627, by Charles L, 
who then issued the following proclamation : 

" Whereas the exchange of all manner of gold and silver current 
in monies or otherwise, as the buying, selling, and exchanging of all 
manner of bullion, in species of foreign coins, billets, ingots, &c, 
fine, refined, or allayed howsoever, being fit for our mint, hath ever 
been and ought to be our sole right, as part of our prerogative* 
royal and ancient revenue,, wherein none of our subjects of whatever 
trade or quality soever, ought at all, without our special license, to 
intermeddle, the same being prohibited by divers Acts of Parliament 
and Proclamations both ancient and modern. And whereas ourself 
and divers of our royal predecessors have, for some time past, tole- 



* 



Henry's History of England, vol. viii. page 347. 
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rated a promiscuous kind of liberty to all, but especially to some of 
the mystery and trade of goldsmiths in London and elsewhere, not 
only to make the said exchanges, but to buy and sell all manner of 
bullion, and from thence some of them have grown to that licenti- 
ousness, that they have for divers years presumed, for their private 
gain, to sort and weigh all sorts of money current within our realm, 
to the end to cull out the old and new monies, which, either by not 
wearing or by any other accident, are weightier than the rest, which 
weightiest monies have not only been molten down for the making 
of plate, &c, but even traded in and sold to merchant-strangers, &c, 
who have exported the same, whereby the consumption of coins has 
been greatly occasioned, as also the raising of the silver even of our 
own monies to a rate above what they are truly current for, by 
reason whereof no silver can be brought up to our mint but to the 
loss of the bringers, &c. — For the reforming of all which abuses we 
have, by the advice of our Privy Council, determined to assume our 
said right, for our own profit and the good of the realm, and for this 
end we do now appoint Henry Earl of Holland and his deputies, to 
have the office of our changes, exchanges, and out-changes what- 
soever, in England, Wales, and Ireland. — And we do hereby strictly 
charge and command that no goldsmith nor other person whatsoever, 
other than the said Earl of Holland, do presume to change, &c."* 

As this measure occasioned some -dissatisfaction, 
the king authorised, in the following year, the pub- 
lication of a pamphlet, entitled " Cambium Regis, or 
the Office of his Majesty's Exchanger Royal." In 
this pamphlet it was attempted to be shewn : 

*' That the prerogative of exchange of bullion for coin has always 
been a flower of the Crown, of which instances are quoted from the 
time of King Henry I. downward. — That King John farmed out that 
office for no smaller a sum than five thousand marks — that the place 
or office where the exchange was made in his reign was near St. 
Paul's Cathedral in London, and gave name to the street still called 
the Old 'Change — that in succeeding reigns there were several other 
places for those exchanges besides London — that this method con- 
tinued to Henry the Eighth's time, who suffered his coin to be so 
far debased that no regular exchange could be made — that the said 
confusion made way for the London goldsmiths to leave off their 
proper trade of goldsmithrie, i. e. the working and selling of new gold 
and silver plate, and manufacture, the sole intents of all their charters, 
and to turn exchangers of plate and foreign coins for our English 
coins, although they had no right to buy any gold or silver for any 
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other purpose than for their manufacture aforesaid, neither had any 
other person hut those substituted hy the Crown a right to buy the 
same. The King therefore has now resumed this office, not merely 
to keep up his right so to do, but likewise to prevent those trafficking 
goldsmiths from culling and sorting all the heavy coin, and selling 
the same to the mint of Holland, which gained greatly thereby, or 
else by melting those heavy coins down for making of plate, witness 
the pieces of thirteenpence-halfpenny, old shillings of Queen Eliza* 
beth, ninepenny and fourpenny-halfpenny pieces, which being 
weighty monies, none of them were now to be met with, whereby 
they have raised the price of silver to two-pence per ounce above the 
value of the mint, which thereby has stood still ever since the 
eleventh of King James — that for above thirty years past it has been 
the usual practice of those exchanging goldsmiths to make their 
servants run every morning from shop to shop to buy up all weighty 
coins for the mints of Holland and the East countries, whereby the 
King's mint has stood still." 

Not only the Goldsmiths' company of London, but 
the lord mayor, court of aldermen, and common 
council, petitioned against the revival of the office 
of the Royal Exchanger. They were not, however, 
successful, and on a second application of the Gold- 
smith's company, the King told them "to trouble 
him no farther, since his right to the office was un- 
doubtedly clear." After the death of Charles I. this 
office was not continued, and the business of money- 
changing fell again into the hands of the Goldsmiths. 
Their shops were situated chiefly on the south row of 
Cheapside, and extended from the street called the 
Old Change unto Bucklersbury. # 

MONEY-LENDING. 

That part of the business of banking which consists 
in the lending of money lay, during the middle ages, 
under severe restraints. The taking of interest for 
the loan of money was deemed sinful, and stigmatised 
with the name of usury. This opinion appears to 
be wholly unwarranted, either by the principles of 

* See Maitland's History of London, p. 826. 



OF BANKING. 15 

natural equity, or the enactments of the Mosaic law. 
" The taking of interest from Israelite? was forbidden 
by Moses; not, however, as if he absolutely and in 
all cases condemned the practice, for he expressly 
permitted interest to he taken from, strangers, but 
out of favour to the poorer classes of the people . t The 
farther we go back towards the origin of nations,, the 
poorer do we commonly find them, and the more 
strangers to commerce ; and where this is the case, 
people borrow, not with a view to profit, but from 
poverty, and in order to procure the necessaries of 
life ; and there itjnust be, no doubt, a. great hardship 
to give back more than has been got. The taking of 
interest from strangers, Moses has not, only nowhere 
forbidden, but even expressly authorized it. Hence 
it is clear that he does by no means represent interest 
as in itself sinful and unjust* Any such prohibition 
of interest in our age and country would, without 
doubt, be unjust towards lenders, and destructive to 
trade of every description. % Among all the remnants 
of ancient laws, it would be difficult to fiiid one which, 
in the presjent state of society, it would be more 
foolish and hurtful to revive and enforce. It could 
only suit a state so constituted as was that of the 
Israelites by Moses."* The taking of interest for 
the loan of money was first prohibited , in England by 
Edward the Confessor. . This law, however, appears 
to have, become obsolete ; for, in a Council held at 
Westminster, in the year 1126, usury yras prohibited 
only to the clergy, who, in case they practised it, 
were to be degraded; and. in another Council, held 
twelve years afterwards, it was decreed, " that such 
of the clergy as were usurers and hunters after sordid 
gain, and for the public employments of the laity, 
ought to be degraded." The earliest mention we 



* See Michaelis's Commentaries on the Laws of Moses, vol. ii. 
pp. 324 to 342. 
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find in the English history, of a certain yearly allow- 
ance for the usury or interest of money, is in the year 
1199, the tenth and last year of Richard the First. 
In this case the rate of interest was 10 per cent. 
This appears to have been the ordinary or market 
rate of interest from that period until the time of 
Henry VIII. , but there are many instances on record 
of a much higher rate of interest being taken, espe- 
cially by the Jews and the Lombards, who, in those 
times, were the principal money-lenders. The exor- 
bitant interest taken by them, is supposed by eminent 
writers to have been the effect of the prohibition of 
usury. 

The Jews, who were previously famous in foreign 
countries for their ' ' egregious cunning in trade and 
in the practice of brokerage," arrived in England 
about the time of the Conquest, and soon became 
remarkable for wealth and usury. " The prejudices 
of the age," says Hume, " had made the lending of 
money on interest pass by the invidious name of 
usury ; yet the necessity of the practice had still 
continued it, and the greater part of that kind of 
dealing fell every where into the hands of the Jews, 
who being already infamous on account of their reli- 
gion had no honour to lose, and were apt to exercise 
a profession odious in itself by every kind of rigour, 
and even sometimes by rapine and extortion , The 
industry and frugality of this people had put them in 
possession of all the ready money, which the idleness 
and profusion common to the English with the Eu- 
ropean nations, enabled them to lend at exorbitant 
and unequal interest."* Henry HI. prohibited the 
Jews taking more than two-pence a week for every 
20*. they lent to the scholars at Oxford.f This is 
after the rate of 43/. 6*. 8d. per cent, per annum. 



* Hume's History of England, chap. 10. 
f Henry's History of England, vol. vi., page 280. 
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Peter of Blois, Archdeacon of Bath, writes thus to 
his friend the Bishop of Ely, " I am dragged to 
Canterbury to be crucified by the perfidious Jews 
amongst their other debtors, whom they ruin and 
torment with usury. The same sufferings await me 
also at London, if you do not mercifully interpose for 
my deliverance. I beseech vou therefore, O most 
Rev. Father and most loving mend, to become bound 
to Samson the Jew for 6/. which I owe him, and 
thereby deliver me from that cross."* The wealth 
and tne rapacity of the Jews occasioned the most 
cruel proceedings against them on the part of both 
the populace and the Government. These persecu- 
tions terminated by their expulsion from England in 
the year 1290. They were not re-admitted until the 
time of Oliver Cromwell. On this occasion the Pro- 
tector summoned an assembly to debate two questions, 
1st, whether it were lawful to tolerate the Jews ; and 
2d, if it were, on what conditions? The assembly 
consisted of two judges, seven citizens of London, 
among whom were the lord mayor and the sheriffs, 
and fourteen divines. The judges considered tole- 
ration merely as a point of law, and declared they 
knew of no law against it, and that if it were thought 
useful to the State, they would advise it. The citizens 
viewed it in a commercial light, and they were divided 
in their opinions about its utility. Both these how- 
ever despatched the matter briefly, but the divines 
violently opposed it by text after text for four whole 
days. Cromwell was at length so weary that he told 
them he had hoped they would have thrown some 
light on the subject to direct his conscience, but on 
the contrary, they had rendered it more obscure and 
doubtful than before ; that he desired therefore no 
more of their reasonings, but lest he should do any 
thing rashly, he begged a share in their prayers. 



* Henry's History of England, vol. vi., page 280, 
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Previous to the expulsion of the Jews, the Lom- 
bards had settled in England, and they soon became 
as great usurers as the Jews themselves. By I*m- 
bards were generally understood Italian merchants 
from the four republics of Gojioa, Lucca, Florence, 
and Venice. The foreign commerce of those times 
was usually carried on by companies of merchants 
who, on payment of certain duties, were invested by 
the government with a monopoly of the trade to those 
countries of which they were natives, and they also 
possessed peculiar privileges. "As the Lombards 
engrossed the trade of every kingdom in which they 
settled, they soon became masters of its cash. Money 
of course was in their hands not only a sign of the 
Value of their commodities, but became an object of 
commerce itself. They dealt largely as bankers. 
In an ordonnance A.D. 1295, we find them styled 
mercatores and campsores. They carried on this as 
well as other branches of their commerce with some- 
what of that rapacious spirit which is natural to 
monopolizers who are not restrained by the concur- 
rence of rivals : an opinion which prevailed in the 
middle ages was, however, in some measure the 
cause of their exorbitant demands, and may be 
pleaded in apology for them. Commerce cannot be 
carried on with advantage, unless the persons who 
l&id a sum are allowed a certain premium for the 
use of their taoney,. as a compensation for the risk 
which they run in permitting another to traffic with 
their stock. This premium is fixed by law in all 
commercial countries, and is called the legal interest 
of money. But the Fathers of the Church absurdly 
applied the prohibitions of usury in Scripture to the 
payment of legal interest, and condemned it as. a sin. 
The schoolmen, milled by Aristotle, whose senti- 
ments they followed, implicitly and without examina- 
tion adopted the same error and enforced it. Thus 



OF BANKING. 19 

the Lombards found themselves engaged in a traffic 
which was deemed criminal and odious. They were 
liafble to punishment if detected. They were not 
satisfied, therefore, with that moderate premium 
Whidh they might have claimed, if their trade had 
been open and authorised by law. They exacted a 
sum proportional to the danger and infamy of a dis- 
covery. Accordingly, we find it was usual for them 
to demand twenty per cent, for the use of money in 
the thirteenth century. About the beginning of that 
century the Countess of Flanders was obliged to 
borrow money in order to pay her husband's ransom. 
She procured the sum requisite, either from Italian 
merchants, or from Jews. The lowest interest which 
she paid to them was above twenty per cent., and 
some of them exacted near thirty. In the fourteenth 
century, A.D. 1311, Philip IV. fixed the interest 
which might 'be legally exacted in the fairs df 
Champagne at twenty per cent. The interest 
of money in Arragon was somewhat lower. James 
1, A.D. 1242, fixed it by law at eighteen per 
cent. As late as the year 1490, it appears that 
the interest of money in Placentia was at the rate 
off forty per cent. This is the more extraordinary, 
because at that time the commerce of the Italian 
states was become considerable. It appears from 
Lud. Guicciardim, that Charles V. had fixed the 
rate of interest in his dominions in the Low Countries 
.at twdlve per cent., and at the time when he wrote, 
about the year 1560, it was not uncommon to exact 
more than that sum. He complains of this as exor- 
bitant, and points out its bad effects both on agriculture 
and commerce. This high interest on money is alone 
a proof that the profits on commerce were exorbitant. 
The Lombards were also established in England 
in the thirteenth century, and a considerable street 
in the city of London still bears their name. They 

c2 



20 THE HISTORY AND PRINCIPLES 

enjoyed great privileges, and carried on an extensive 
commerce, particularly as bankers."* 

The English monarchs frequently borrowed money 
of the Lombards, as well as of other public bodies 
. and of private individuals. The companies of foreign 
merchants made advances of money, which were 
repaid by the duties on their merchandise. The 
oldest and wealthiest of these companies, the Steel- 
Yard Company, was a kind of bank to our kings, 
whenever they wanted money on any sudden emer* 
gency, but the company was sure to be well paid in 
the end for such assistance, f 

In the year 1546, the taking of interest for money 
was made legal in England, and the rate was fixed 
at ten per cent. This Act was repealed in the year 
1552, but it was re-renacted in 1571. The legal rate 
of interest was reduced to eight per cent, in 1624, 
and to six per cent, in 1651. In the year 1714, it 
was reduced to five per cent. ; where it now re- 
mains. The legal rate of interest is still six per 
cent, in Ireland, After the taking of interest was 
sanctioned by law, the term usury, which was prer 
viously applied to interest in general, became limited, 
to denote a rate of interest higher than that which the 
law allowed. 

MONEY BORROWING. 

Th^t part of the business of banking which con- 
sists in the borrowing of money, with a view of 
lending it again at a higher rate of interest, does not 
appear to have been carried on by bankers until the 
year 1645, when a new era occurred in the history 
of banking. The Goldsmiths, who were previously 



* Robertson's History of Charles V., vol. i. p. 257. 
f Anderson's History of Commerce, vol. ii. p. 192. 
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only money-changers, now became also money- 
lenders. They became also money-borrowers, and 
allowed interest on the sums they borrowed. They 
were agents for receiving rents. They lent money to 
the king on the security of the taxes. The receipts 
they issued for the money lodged at their houses, 
circulated from hand to hand, and were known by 
the name of " Goldsmiths' notes." These may be 
considered as the first kind of bank notes issued in 
England. The following account of these banking 
Goldsmiths is taken chiefly from " Anderson's History 
of Commerce, " * 

When our merchants became enriched by com- 
merce, they wished for a place of security in which 
they might deposit their wealth. Hence they usually 
sent their money to the mint in the Tower of London, 
which became a sort of bank. The merchants left 
their money here when they had no occasion for it, 
and drew it out as they wanted it. But in 1640, 
King Charles I. took possession of 200,000/. of the 
merchants' money that had been lodged in the mint, 
and from that period the merchants kept their money 
in their own houses, under the care of their servants 
and apprentices. On the breaking out of the civil 
war between Charles I. and the Parliament, it became 
very customary for the apprentices to rob their mas- 
ters, and then run away and join the army. As the 
merchants could now place no confidence either in 
the public authorities or in their own servants, they 
were under the necessity of employing bankers. 

These bankers were the goldsmiths. Previous to 
this period, the business of the goldsmiths was similar 
to what it is in our own time. They bought and sold 
plate and foreign coins; they procured gold to be 
coined at the mint, and supplied refiners, plate 
makers, and others, with the precious metals. To 
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deal in gold and ; silver bullion to any laTge extent, 
implies the possession* of considerable wealth ; and 
as all the money in the country then consisted of: 
gold and silver coin, it was natural enough that the 
goldsmiths should become the bankers of those who 
had money for which they had no immediate use. 

An account of the bankers of those days is related 
m a curious pamphlet, published in the year 1676, 
and entitled, " The mystery of. the new-fashioned 
Goldsmiths or Bankers discovered." The author 
observes : 

" That this new hanking business soon grew very considerable.' r 
n It happened," says he, " hi those times of civil commotion, that 
the Parliament, ont of plates and old coins brought into the mint, 
coined seven millions into half-crowns ; and there being no mills 
then in use at the mint, this new money was of a very unequal 
weight, sometimes two-pence and three-pence difference hi an ounce, 
and most of it was, it seems, heavier than it ought to have been, in 
proportion to the valise in foreign parts. Of this the goldsmiths 
made naturally the advantage usual in such- eases, by picking out or 
culling the heaviest, and melting them down and exporting them* 

cc Moreover, such merchants* servants as still kept their masters' 
running cash, had fallen into a way of clandestinely lending the 1 same 
to the goldsmiths at four-pence per cent, per diem, who, by these 
and such-like means, were enabled to lend out great quantities ef 
cash to necessitous merchants and others* weekly or monthly, at 
high interest, and! also began to discount the merchants' bOls at the 
Rke or higher interest. 

" Much about the same time, the goldsmiths (or new-£ashK>tied 
bankers) began to receive the rents- of gentlemen's estates remitted 
to town, and to allow them and others who put cash into their hands, 
some interest for it, if it remained but a single month in their hands, 
ot even a lesser time. iFhis was a great allurement for people to 
put money into their hands, which would hear interest till the day 
they wanted it; and they could also draw it out by one hundred 
pounds or fifty pounds, &c, at a time, as they wanted it, with infi- 
nitely less trouble than if they had lent it out on either real or 
personal security. 

" The consequence waa, that it quickly brought a great quantity 
of cash into their hands, so that the chief or greatest of them were 
now enabled to supply Cromwell with money in advance, on the 
revenues, as his occasion required, upon great advantages to them- 
selves. 

" After the Restoration, King Charles II. being in want of money, 
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the bankers took ten per cent of him barefacedly and by private 
contracts ; on many bills, orders, tallies, and debts of that King, 
they got twenty, sometimes thirty per cent., to the great dishonour 
of the government. 

" This great gain induced the goldsmiths more and more to become 
lenders to the King, to anticipate all the revenue, to take every grant 
of parliament into pawn aa soon as it was given; also to outvie each 
otter in buying and taking to pawn, bills, orders and tallies, so. that 
in effect, all the revenue passed through their hands/' 

The "new-fashioned bankers" were also attacked 
by Sir Josiah Child, in his " New Discourse of 
Trade," ill the following terms : — 

'* And principally this seeming scarcity of money proceeds from 
the trade of bannering, which obstructs circulation, advanceth usury, 
and lenders it so easy, that most men, as soon as they can make up 
a sum of from 50Z. to 100/., send it in to the goldsmith, which doth 
and will occasion, while it lasts* that fatal pressing necessity for 
money visible throughout the whole kingdom, both, to prince and 
people. 

" A seventh accidental reason why land doth not sell at present 
at the rate it naturally should in proportion to the legal interest, is 
that innovated practice of bankers in London, which hath more 
effects attending it than most I have conversed witt have yet 
observed, but I shall here take notice of that only which is to my 
present purpose, viz* — 

" The gentlemen that are bankers, having a large interest from 
his majesty for what they advance upon his majesty's revenue, can 
afford to give the full legal interest to all persons that put money 
into, their hands, though for never so short or long a time, which 
makes the trade of usury so easy and hitherto safe, that few, after 
having foimd the sweetness of this lazy way of improvement (being 
by continuance and success grown to fancy themselves secure in it), 
can be led (there being neither ease nor profit to invite them) to lay 
out their money in land, though at fifteen years' purchase ; whereas 
before this way of private banking came up, men that had money 
were forced often times to let it lie dead by them until they could 
meet with securities to their minds, and if the like necessity were 
now of money lying dead, the loss of use for the dead time being 
deducted from the profit of six per cent, (cammunibus annis) would 
in effect take off XL per cent, per annum of the profit of usury, and 
consequently incline men more to purchase lands, in regard to the 
difference between usury and purchasing, would not, in point of 
profit, be so great as now it is, this new invention of cashiering 
having, in my opinion, clearly bettered the usurer's trade one or two 
per cent, per annum. And that this way of leaving money with 
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goldsmiths hath had the aforesaid effect, seems evident to me from 
the scarcity it makes of money in the country ; for the trade of 
bankers being only in London, doth very much drain the ready 
money from all other parts of the kingdom."* 

In the year 1667 occurred the first run of which 
we have any account in the history of banking. The 
business of the new-fashioned bankers had increased 
so fast, and they had become so numerous, that their 
trade was supposed to be at its height in this year; 
when, during the time that a treaty of peace was 
under consideration, the Dutch fleet sailed up the 
Thames, blew up the fort of Sheerness, set fire to 
Chatham, and burned four ships of the line. This 
disaster occasioned great alarm in London, particu- 
larly among those who had money in their bankers' 
hands, as it was imagined that the king would 
not be able to repay the bankers the money they 
had lent him. To quiet the fears of the people, 
the king issued a proclamation, declaring that the 
payments to the bankers should be made at the Ex- 
chequer the same as usual. 

In 1672, five years afterwards i a much greater 
calamity befel the bankers: for King Charles II. 
shut up the Exchequer, and would not pay the 
bankers either the principal or the interest of the 
money which he had borrowed. The amount then 
due by the king was 1,328,526/., which he had 
borrowed of the bankers at eight per cent., and 
which he never repaid. 

The mode in which the bankers transacted their 
loans with the king was this : as soon as the. parlia- 
ment had voted to the king certain sums of money 
out of particular taxes, the bankers advanced at once 
the money voted by the parliament, and were repaid 
in weekly payments at the Exchequers as the taxes 
were received. The mode of making the repayments 

* Page 45. 
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and the rate of interest were agreed upon at the tiihe 
of making the loan. 

The shutting up of the Exchequer occasioned great 
distress among all classes of the people. Persons not 
in trade had tnen no way of employing their money 
with advantage but by placing it out at interest in 
the hands of a banker. Hence, not merchants only, 
but widows, orphans, and others, became suddenly 
deprived of the whole of their property. They came 
in crowds to the bankers, but could obtain neither the 
principal nor the interest of the money they had 
deposited. 

The clamour became so great, that the king granted 
a patent to pay six per cent, interest out of his heredi- 
tary excise; but he never paid the principal. But, 
about forty years afterwards, the parliament made 
arrangenients by which the debt was discharged. 

Tlie business of banking remained entirely in the 
hands of the new-fashioned bankers until the esta- 
blishment of the Bank of England, in the year 1694. 
The transmission of money was in ancient times 
effected by sending a messenger with the coin. 
During the middle ages, it was accomplished by 
means of bills of exchange, which were purchased by 
merchants. Ultimately, a class of persons carried on 
this kind of traffic, and purchased or sold bills to suit 
the convenience of parties who wished to deal witfe 
them. The pecuniary transactions of independent 
nations are still adjusted in the same way. But, the 
transmission of money from one part of the country 
to another part, is more frequently effected upon the 
principle of transfers, without the passing of any bill 1 . 
1 have explained this mode 01 operation in Ay 
" Practical Treatise on Banking." 
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SECTION III. 

THE HISTORY OP THE BANK OF ENGLAND. 

The Bant of England was first projected by Dr. 
Hugh Chamberlain, but the plan actually adopted 
was proposed by Mi\ William Paterson. The object 
was to raise money for the use of the government. 
After the scheme had received the sanction of the 
ministry, it was brought before the parliament. Here 
it underwent a long and violent discussion. One 
parly expatiated upon the national advantages* that 
would accrue from such a measurer; they said it would 
rescue the nation out of the hands of extortioners and 
usurers,, lower interest, raise, the value of land, revive 
and establish public credit, extend the circulation,, 
consequently improve commerce, facilitate the annual 
supplies, and connect the people more closely with 
the government. The opposition-party affirmed that 
it would become a monopoly, and engross the whole 
money of the kingdom ; that as it must infallibly 
be subservient to government views, it might be 
employed for the worst purposes of arbitrary power; 
that instead of assisting, it would weaken commerce,, 
by tempting people to withdraw their money from 
trade and employ it in stock-jobbing ; that it would 
produce a swarm of brokers and jobbers to prey upon 
their fellow creatures, encourage fraud and -gambling, 
and thus corrupt the morals of the nation.* Not- 
withstanding these objections, the Act passed both 
houses of parliament, and received the royal assent. 
The following observations upon the establishment of 
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the Bank of England,, are taken from Bishop Burnet's 
" History of his own: Times ::" 

• 

" Some thought a bank would grow to be a monopoly, all the 
money in England would come yito their hands, and they would, in 
a few years, become* masters of the wealth and stock of the nation ; 
but those'that were for it, ao^guedthat the credit it would ha.ve, must 
increase trade, and the circulation- of money, at least in bank notes. 
It was visible that all the enemies of die government set themselves 
against it with such a vehemence of zeal, that this alone convinced 
all people that they saw the strength that our affairs would receive 
from it. I had heard the Dutch often reckon up the: great advantages 
they had from their banks ;. and they concluded that as long as 
England continued jealous of the government, a bank could never 
be settled among us, nor gain credit enough to support itself: and 
upon that, they judged' that the superiority in trade must still lie on 
their side. 

" The* advantages the king and- all concerned in, tallies had from 
the bank were- soon so sensibly felt,, that all people saw into the 
secret reasons that made the enemies of the constitution set them- 
selves with so much earnestness against it. " 

The act of parliament by which the bank was 
established, is entitled " An act for granting to their 
majesties several duties upon tonnage of ships and 
vessels, and upon beer, ale, and other liquors, for 
securing certain recompences and advantages in the 
said Act mentioned, to such persons as shall volun- 
tarily advance the sum of fifteen hundred thousand 
pounds, towards carrying on the war with France." 
After a variety of enactments relative to the ' ' duties 
upon tonnage of ships and vessels^ and upon beer, 
ale, and other liquors," the Act authorizes the raising 
of 1,200,000/. by voluntary subscription, the sub- 
scribers to % be formed into a corporation, and be 
styled " The Governor and Company of the Bank of 
England." The sum of 300,000/. was also to be 
raised by subscription, and the contributors to receive 
instead annuities for one, two, or three lives. To- 
wards the 1,200,000/. no one person was to subscribe 
more then 10,000/. before the first day of July next 
ensusing, nor at any time more than 20,000/. The 
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corporation were to lend their whole capital to 
government, for which they were to receive interest 
at the rate of eight per cent, per annum, and 4000/. 
per annum for management; being 100,000/. per 
annum in the whole. The corporation were not 
allowed to borrow or owe more than the amount of 
their capital, and if they did so the individual mem- 
bers became liable to the creditors in proportion to 
the amount of their stock. The corporation were 
not to trade in any " goods, wares, or merchandize 
whatsoever;" but they were allowed to deal in bills 
of exchange, gold or silver bullion, and to sell any 
goods, wares, or merchandize, upon which they had 
advanced money, and which had not been redeemed 
within three months after the time agreed upon. 

The whole subscription having been filled in ten 
days, a charter was issued on the 27th day of July> 
1694. 

The charter declares — 



"That the management and government of the corporation be 
committed to the governor, deputy-governor, and twenty-four 
directors, who shall be elected between the 25th day of March and 
the 25th day of April each year, from among the members of the 
company duly qualified. 

"That no dividend shall at any time be made by the «aid gov- 
ernor and company, save only out of the interest, profit, or produce 
arising out of the said capital stock or fund, or by such dealing as 
is allowed by act of parliament. 

" They must be natural born subjects of England, or naturalized 
subjects ; they shall have in their own name and for their own use, 
severally, viz., the governor at least 4000/., the deputy- governor 
3000Z., and each director 2000J, of the capital stock of the said 
corporation. 

"That thirteen or more of the said governors or directors (of 
which the governor or deputy-governor shall be always one), shall 
constitute a court of directors for the management of the affairs of 
the company, and for the appointment of all agents and servants 
which may be necessary, paying them such salaries as they may 
consider reasonable. 

" Every elector must have, in his own name and for his own use, 
5Q0L or more; capital stock, and can only give one vote; he must, 
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if required by any member present, take the oath of stock, or the 
declaration of stock if it be one of those people called Quakers. 

" Four general courts to be held in every year, in the months of 
September, December, April, and July. A general court may be 
summoned at any time, upon the requisition of nine proprietors duly 
qualified as electors. 

" The majority of electors in general courts have the power to 
make and constitute by-laws and ordinances for the government of 
the corporation, provided that such by-laws and ordinances be not 
repugnant to the laws of the kingdom, and be conformed and 
approved, according to the statutes in such case made and provided. 1 * 

1694, Aug. 8. The rate of discount charged on 
foreign bills was six per cent. , which was the highest 
legal interest. Aug. 30. The bank discounted foreign 
bills at four and a half per cent. ; and Oct. 24, the 
discount on inland bills was six per cent. 

1695, Jan. 16. The following rates of interest 
were charged at the bank : foreign bills, having 
three months to run, six per cent. ; but to those who 
keep accounts at the bank, foreign bills were dis- 
counted at three per cent., and inland bills at four 
and a half per cent. May 19. Running notes and 
bills were discounted at three per cent. May 6. The 
following advertisement appeared in the London 
Gazette : — " The Court of Directors of the Bank 
of England give notice, that they will lend money 
on plate, lead, tin, copper, steel, and iron, at four 
per cent, per annum." 

1697. Bank notes were from fifteen to twenty per 
cent, discount. During the recoinage in 1696, the 
bank had issued their notes in exchange for the 
clipped and deficient coin previously in circulation, 
and they were not able to procure from the mint a 
sufficient quantity of the new coins to discharge the 
notes presented to them for payment. This com-r 
pelled them to make two calls of twenty per cent, 
each upon their stockholders. They paid some of 
their notes by bills, bearing interest at six pet cent. 
They also advertised, that while the silver was re- 
coining, * * such as think it fit, for their convenience, 
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to keep an account in a book with the bank, may 
transfer any sum under five pounds from his own to 
another man's account." 

Exchequer tallies and orders for payment having, 
in 1696, been at a discount of forty, nfty, and sixty 
per cent., and bank notes at a discount of twenty 
per cent., the bank was empowered to receive sub- 
scriptions for the enlargement of their stock ; four- 
fifths in tallies and orders, and the remaining one-fifth 
in bank notes. The sum subscribed was 1,001,171/. 
10s., which, with the aciginalcapitalof 1,200,000/., 
raised the ^capital to the sum of 2,201,171/. 10*. 

The bank charter was extended or renewed until 
the expiration of twelve months, notioe to be given 
after the first day of August, 1710, and until pay- 
ment by the public to the bank of the demand therein 
specified; being an extension or renewal for five years 
(8 and 9 William III. c. 20). It was :also enacted, 
that the " common capital and principal stock, ;and 
also the real fund of the governor and company, .or 
any profit or produce to be made thereof, should ibe 
exempted from any rates, taxes, assessments, or im- 
positions whatever, during ithe . continuance of the 
bank;" and that the forgery of the company's seal, 
or of any of their notes or bills, should be felony 
without benefit of clergy. The dividend on bank 
stock this year was nine iper cent. 

1704, -Feb. 28. Foreign bills made payable atJhe 
bank were charged discount at the rate of four per 
cent., Ibut if not payable at the bank they >we?e charged 
five per cent. 

1707. Thesubscriptionof 1,001,171/. 10s M raised 
in the year 1697, was restored. This reduced the 
bank capital to the original sum of (L,200,-000/. 

1708. The bank charter was extended or renewed 
until the expiration of twelve months, notice to be 
given after the first day of August, 1732, and until 
payment by the public to the bank of the demands 
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-therein specified 4 being -an extension or renewal of 
the said charter for twenty years (7 Anne, c. 7). By 
this Act it is provided, " That during the continuanoe 
<of the said corporation of the governor and company 
of the bank of England, it shall not be lawful ifor any 
body politic or corporate whatsoever, created or to be 
created (other than rthe said governor and oompany 
of the Bank of England), or for any other persons 
whatsoever, united or to be united in covenants or 
partnership, ^exceeding the number of sis persons, in that 
part of Great Britain oalled England, to borrow, owe, 
-or tak;e up any sum or sums of money on their bills 
or notes, payable at demand, or at a less time than 
six months worn the borrowing thereof." 

From this year until the year 1729, *the annual 
dividends varied, from nine to five and a half per 
xjent. 

1709. In this year there was a new subscription 
of 1,001,171/. 10?., another of 2,201,171/. 10*., and a 
call upon the proprietors of fifteen per cent., 656;204/. 
1*. 9d. ; altogether making the total capital of «the 
bank, 5,058,547/. 1*. 9d. This increase of capital 
became necessary, from the bank having in the pre- 
ceding year lent the government 400,000/. without 
interest, and agreed to cancel one million and a half 
exchequer bills in their possession, amounting with 
interest to 1,775,027/. 17*. lOirf. 

1710. A farther call of 501,448/. 12*. llrf., which 
increased the bank capital to 5,559,995/. 14y. Sd. 

The interest on foreign bills raised from four to 
five per cent., the same as the inland bills. 

1713. The bank charter was extended or renewed 
until the expiration of twelve months' notice, to be 
given after the first day of August, 1742, and until 
payment by the public to the bank, of the demands 
therein specified ; being an extension or renewal 6f 
the said charter for ten years. (12 Anne, Stat. I. 
c. ii.) In consideration of receiving this privilege, 
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the bank undertook to circulate 1,200,000/. in ex- 
chequer bills. In this year the legal rate of interest 
was reduced from six to five per cent. 

1716. July 26. The bank rate of discount on 
foreign and inland bills reduced to four per cent. 

1717. The bank cancelled 2,000,000/. exchequer 
bills, and received interest from the government at 
five per cent, on the amount. 

1718. Subscriptions for government loans were 
first received at the bank. From this period the 
government have found it more convenient to employ 
the bank as their agents in all operations of this 
nature, than to transact them at the treasury or the 
exchequer. The bank becoming by degrees more 
closely connected with the government, began to 
make advances of money in anticipation of the land 
and malt taxes, and upon exchequer bills and other 
securities. 

1719. April 30. The rate of discount at the bank 
upon bills and notes, was raised from four to five 
per cent. 

1720. The South Sea Bubble commenced, 
April 7. 

" The directors opened their hooks for a subscription of one 
million, at the rate of 300Z. for every 100Z. capital. Persons of all 
ranks crowded to the house in such a manner, that the first sub- 
scriptions exceeded two millions of original stock. In a few days 
this stock advanced to 340/., and the subscriptions were sold for 
double the price of the first payment. The infatuation prevailed till 
the 8th day of September, when the stock began to fall. Then 
did some of the adventurers awake from their delirium. The 
number of the sellers daily increased. On the 29th day of the 
month, the stock had sunk to one hundred and fifty. Several 
eminent goldsmiths and bankers, who had lent great sums upon it, 
were obliged to stop payment, and abscond. The ebb of this por- 
tentous tide was so violent, that it bore down every thing in its way, 
and an infinite number of families were overwhelmed with ruin ; 
public credit sustained a terrible shock ; the nation was thrown into 
a dangerous ferment ; and nothing was heard but the ravings of grief 
and despair. Some principal members of the ministry were deeply 
concerned in these fraudulent transactions. When they saw the 
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price of stock sinking daily, they employed all their influence with 
the hank to support the credit of the South Sea company. That 
corporation agreed, though .with reluctance, to subscribe into the 
stock of the South Sea company, valued at 400/. per cent., 3,500,000/. 
which the company was to repay to the hank on Lady-day and 
Michaelmas of the ensuing year. This transaction was managed by 
Mr. Robert Walpole, who with his own hand wrote the minute of 
agreement, afterwards known by the name of the Bank Contract. 
Books were opened at the bank to take in a subscription for the 
support of public credit, and considerable" sums of money were 
brought in. By this expedient the stfrU was raised at first, and 
those who contrived it, seized the opportunity to realize. But the 
bankruptcy of goldsmiths and the sword-blade company, from the fall 
of South Sea stock, occasioned such a run upon the bank, that the 
money was paid away faster than, it could be received from the sub- 
scription. Then the South Sea stock sunk again, and the directors 
of the bank, finding themselves in danger of being involved in the 
company's ruin, renounced the agreement; which, indeed, they were 
Under no obligation to perform, for it was drawn up in such a 
manner, as to be no more than the rough draft of a subsequent 
agreement, without due form, penalty, or clause of obligation."* 

The directors of the South Sea company took 
legal advice, with a view to compel the bank to 
perform their contract ; but the matter was arranged 
through the intervention of the government, who 
remitted to the South Sea company two millions 
sterling as a compensation for the non-performance 
of the Bank Contract. 

1721. By the 8th Geo. I. c. 21, the South Sea 
company were authorized to selL200,000/. per annum, 
government annuities, and corporations purchasing 
the same at twenty-six years' purchase were allowed 
to add the amount to this capital stock. The bank 
purchased the whole of this 200,000/. per annum, at 
twenty years' purchase, making 4,000,000/. 

1722. The bank capital increased 3,400,000/. by 
a new subscription. This made the amount of 
capital 8,959,995/. 14*. 8d. April 23. The rate of 
discount on bills, reduced from five to four per cent. 

1726. The stock called three per cents. 1726, was 
created this year by the means of a lottery. 

♦Smollett. 

D 
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1727. The bank advanced to government, 
1,750,000/. upon the coal and culm duties, at four 
per cent, interest, (1 Geo. II. c. 8). 

1728. The bank advanced to government, 
1,250,000/. upon the lottery, at four per cent., (2 
Geo. II. c. 3). 

1730. The half-yearly dividend at Lady-day, 
was at the rate of six per cent, per annum, and that 
at Michaelmas, at the rate of five and a half per 
cent, per annum. 

1731. The dividends were the same as in the 
preceding year. 

1732. The dividends were the same as in the 
preceding year. * From this year until the year 
1747, the dividends were at the rate of five and a 
half per cent, per annum. 

Thursday, 3d of August, about one o'clock, the 
governor, sub-governor, and several of the directors 
of the bank, came to see the first stone laid of their 
new building, in Threadneedle Street ; and after they 
had viewed the stone, on which his majesty's and their 
several names were engraved, the same was covered 
with a plate of lead, and that, with the base of a 
pillar. They then gave twenty guineas to be dis- 
tributed among the workmen. The following are 
the names of the directors in this year. 

Sir Edward Bellamy, Governor. 
Horatio Townsend, Deputy Governor. 
Robert Alsop, Alderman. Mathew Raper. 

Robert Attwood. Moses Raper. 

Jobn Bance. John Rudge. 

Sir Ger. Conyers, Knt., Aid. William Snelling. 

Delillers Carbonnel. Bryan Benson. 

Sir Joseph Eyles. Stamp Brooksbank. 

Nathaniel Gould. Clement Boehm. 

Sir Gil. Heathcote, Knt. Aid. William Faukener. 

John Hanger. James Gaultier. 

Samuel H olden. Christopher Lethieullier. 

William Hunt. Henry Neal. 

Joseph Paice, jun. . Robert Thornton. 

The last eight were not in the direction, the preceding years. 
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1734, Thursday, 5th of June. The directors began 
to transact business at their new house in Thread- 
needle Street. The business of the bank had 
previously been carried on at Grocer's Hall, in 
the Poultry. In the hall of the new building was 
erected a curious marble statue of King William III. 
with a Latin inscription, of which the following is a 
translation : 

For restoring efficacy to the laws, 

Authority to the courts of justice, 

Dignity to the parliament, 

To all his subjects their religion and liberties, 

And 

For confirming these to posterity, 

By the succession of the illustrious House 

Of Hanover 

To the British Throne, 

To the best of Princes, William III* 

Founder of the Bank, 

This Corporation, from a sense of gratitude, 

Has erected this statue, 

And dedicated it to his Memory, 

In the year of our Lord M.DCC.XXXIV. 

And the first year of this building. 

1737. Considerable public discussion about the 

?>ropriety of again renewing the bank charter. The 
bllowing extracts from the London Magazine, of this 
year, will shew the sentiments which different writers 
entertained upon this subject : 



a 



The bank have power to lend money on land, and no doubt 
might have put out prodigious sums that way, and have had a better 
interest for their money than most private people. Had the bank, 
then, lent out their money on land, they would have strengthened 
their credit and their interest, and also extended their usefulness 
by relieving the landed property, of which there is a great deal at 
this time in mortgage, most unaccountably, at five per cent., while 
inferior securities bear a premium at three per cent. 

"Another branch of business which the bank have power to 
transact, but yet never meddle with, is the remittance of money 
backwards and forwards to London from all the chief trading cities 
in England, for which they should have proper offices or inferior 
banks erected in all such cities and towns as they intend to manage 

d2 
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a remittance \with ; — this, besides what profit might be expected 
upon the remittances, would naturally bring great part of the cash 
which is circulated in the country to be lodged in their hands. 

" I must next observe that in that branch of business in which 
they do employ themselves, which is that of a London banker, they 
very much contract and narrow their dealings, by refusing to take 
in payment the foreign coins, for which reason it is impracticable 
with many traders to keep their cash with them. 

" This very privilege which the bank has for so long enjoyed, I 
could demonstrate to be a most heavy burthen upon the people, and 
a great prejudice to the landed interest as well as the trading interest 
of this kingdom ; for if it had not been for this privilege, we should 
have had a bank, perhaps, in every county in England, and proba- 
bly half a dozen different banks in London, by which, means, no 
merchant of tolerable credit could ever have been straightened for 
want of ready money at a low interest when he had occasion for it, 
nor would any landed gentleman who had a good title to his estate 
have been obliged to pay such premiums to brokers, or such an 
interest to mortgagees as they have now generally to pay ; — whereas 
our present bank has never, so far as I have heard, assisted any 
landed gentleman, nor any merchant, except in and about London 
only." 

" I am of opinion that with respect to the banking trade and the 
trade to the East Indies, neither the one nor the other can be carried 
on with such success, or in such an extensive manner, by private 
adventurers, as by a public company with such an exclusive privilege 
as our present companies have. The circulating of bank bills or 
cash notes, must certainly increase the current cash of any country, 
and must, therefore, be of great use in trade ; consequently, the 
more extensive and the more general such a circulation is, the bet- 
ter will it be for the inland trade of that country. It is true, a 
private man or set of men may, by a long series of good manage- 
ment, gain a very extensive credit, but that credit can never come 
to be so extensive or near so general as the credit of a rich public 
company, that has supported itself with honour, perhaps, for some 
ages ; because the credit of a private man always depends upon him- 
self, so that when he dies, his credit, as to any further circulation, 
generally dies with him, for it must require some time before those 
who succeed can revive or regain it ; whereas a public company 
never dies, nor can their credit meet with any such interruption ; 
and as their managers are always chosen annually by the company, 
there is a greater security for its being under good management than 
a private bank, whose chief managers are appointed by the chance 
of natural or legal succession : therefore I shall always think it bet- 
ter for a trading country to have a public bank than to trust entirely 
to private bankers. 
V "There certainly never was a body of men that contributed more 
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to the public safety than the Bank of England. This flourishing 
and opulent company have, upon every emergency, always cheer- 
fully and readily supplied the necessities of the nation, so that 
there never have been any difficulties — any embarrassments — any 
delays in raising the money which has been granted by parliament 
for the service of the public; and it may very truly be said that they 
have, in very many important conjunctures, relieved the nation out 
of the greatest difficulties, if not absolutely saved it from ruin." 

1738, Dec. 14. The bank commenced issuing 
post bills, payable seven days after sight, that in case 
the mail was robbed the parties might have time to 
stop payment of the bills. Highway robberies appear 
to have been very frequent at this period. 

1742. The bank charter was extended or re- 
newed until the expiration of twelve months' notice, 
to be given after the first day of August, 1764, and 
until payment by the public to the bank of the de- 
mands in this Act specified, being an extension or 
renewal of the said charter for twenty-two years, 
(15 Geo. II. c. 13). In consideration of obtaining 
this charter, the bank lent to government 1,600,000/. 
without interest. To raise this sum the bank made 
a call upon the proprietors of 840,004/. 5*. Ad.> 
which increased their capital to 9,800,000/. Oct. 18. 
The rate of discount, on bills drawn within the king- 
dom, was raised to five per cent. ; bills, drawn with- 
out the kingdom, were still discounted at four per 
cent. 

1745. A run upon the bank, occasioned by the 
rebellion in Scotland, and supposed to be for the 
purpose of supplying the rebels with gold. A public 
meeting was held, and one thousand one hundred 
and forty merchants signed a declaration expressing 
theit readiness to take bank notes. 

1746, May 1. The rate of discount on foreign 
bills reduced from five to four per cent. : inland bills 
and notes were still charged five per cent. These rates 
continued until the year 1773,? By the 19 Geo. II. 
c. 6., the bank delivered up to be cancelled 9$6,000/. 
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exchequer bills, in consideration of an annuity of 
39,472Z., being three per cent, per annum. To raise 
the above sum the bank made a call of ten per cent, 
upon their proprietors ; this increased the bank 
capital from 9,800,000/. to 10,780,000/. 

1747. The bank dividend was at the rate of five 
per cent, per annum : it continued at this rate until 
the year 1753. 

1750. A reduction took place in the interest of 
part of the national debt. The bank held a court at 
Merchant-Taylor's Hall, and consented to receive a 
reduced rate of interest upon 8,486,8007. of the debt 
due to them by the government. The bank also 
agreed to advance to the government a sum of money 
to pay off the dissentients. 

1751. In order to raise the sum promised to be 
lent to the government, the bank established what 
was called " Bank Circulation." Books were opened 
to the public, and any person might enter his name 
and the sum he was willing td lend to the bank, in 
case it should be called for. The books being closed, 
the bank had the power of calling for the whole 
or any part of the sum subscribed at any time they 
pleased. The subscribers were to receive 2s. per 
cent, on the total amount of their subscription, and 
4/. per cent on the sum actually advanced. 

1752. By 25 Geo. II. the balance of annuities 
granted by 8 Geo. I. was carried to a three per cent, 
stock, formed in 1731, and they were consolidated 
into one stock — the new stock is still called " three 

er cent, consols " The word consols, is a contraction 
or consolidated. 

1753. The bank dividend this year was at the 
rate of four and three-quarters per cent. 

1754. The bank dividend was at the rate of four 
and a half per cent. It continued at this rate until 
the year 1764. 

1757. The government stock, called " three per 
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cent, reduced," derives its name from the operation 
of this year. This stock had borne four per cent, 
until the year 1750; from that tiipe it paid three and 
a half per cent., and this year it was reduced to three 
per cent. 

1758. It was legally determined that those per- 
sons who had given value for bank notes stolen from 
the mail, had a right to receive payment of them from 
the bank. 

In this year occurred the first instance of the forgery 
of a bank note. It was committed by a person named 
R. W. Vaughan, who had been a linen-draper at 
Stafford. The note was for 20/., the smallest amount 
then in circulation. He was convicted and executed. 

1759. The bank commenced issuing notes and 
post bills of 15/. and 10/. It was proved by ex- 
periment, that five hundred and twelve 10/. bank 
notes weighed one pound. 

1764. The bank charter was extended or renewed 
until the expiration of twelve months' notice, to be 
given after the first day of August, 1786, and until 
payment by the public to the bank of the demands 
therein specified; being an extension or renewal of 
the said charter for twenty-two years. (4 Geo. III. 
c. 25). 

In consideration of obtaining this charter the bank 
advanced 1,000,000/. on exchequer bills until the 
year 1766, and paid into the exchequer 110,000/. 

The dividends this year were raised to five per cent, 
per annum, at which rate they continued until the 
year 1767. 

1767. The bank dividend was raised to five and a 
half per cent., and was continued at that rate until 
the year 1781. 

1773. The rate of discount on foreign bills raised 
from four, to five per cent. The discount on both 
foreign and injand remained at five per cent, until 
the year 1822. 
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1775. Bankers were prohibited to issue notes of £ 
less amount than 20*. (15 Geo. III. c. 51). 

1777. Bankers were prohibited to issue notes of a 
less value than 5/. (17 Geo. III. c. 30). 

1781. The bank charter was extended or renewed 
until the expiration of twelve months' notice, to be 
given after the first day of August, 1812, and until 
payment by the public to the bank of the demands 
therein specified ; being an extension or renewal of 
the said charter for twenty-six years. (21 Geo. HI. 
c. 60). In consideration of obtaining this renewal of 
their charter, the bank advanced to the government 
2,000,000/. for three years, at three per cent. 

The bank dividend raised to six per cent., at which 
rate it continued till the year 1788. 

It is legally decided that the bank is not liable to 
pay forged notes. 

1782. A call of 862,400/. , making the total capital 
of the bank 11,642,400/. There was no further in- 
crease of capital until the year 1816. 

1786. Previous to this year the bank received an 
allowance from the government on account of the 
management of the public debt ; that is, for trouble 
in paying the dividends, superintending the transfer 
of stock, &c, of 562/. 10*. a million. It was now 
reduced to 450/. a million; the bank being at the 
same time entitled to a considerable allowance for 
trouble in receiving contributions on loans, lotteries,. 
&c. This scale of allowance was continued until the 
year 1808. 

1788. The bank dividend raised to seven per cent., 
at which rate it continued until the year 1807. 

1791. A bill was brought into parliament to render 
SiOOjOOO/. of the unclaimed dividends on the public 
funds available for the service of the public ; but the 
bank agreed to lend that sum to the government 
without interest, and the bill was withdrawn. 
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1792. A calculation was made with a view to 
ascertain the number of days that a bank note of each 
denomination remained in circulation in this year. 
The following are the results : 



Notes of 10/. each, 


236 days. 


Notes of 50/. each, 124 daj 


— 15/. — 


114 — 


— 100/. — 84 — 


— 20/. — 


209 — 


— 200/. — 31 — 


— 25/. — 


74 — 


— 300/. — 24 — 


— 30/. — 


95 — 


— 500/. — 24 — 


i — 40/. — 


65 — 


— 1000/. — 22 — 



1793. An act of parliament was passed (33 Geo. 
III. c. 32), declaring that the bank should not be 
subject to any penalties for advancing money to the 
government for the payment of bills of exchange, 
accepted by the commissioners of his majesty's trea- 
sury, and made payable at the bank. The amount 
of sums so advanced was required to be annually 
laid before parliament. According to their original 
charter, the bank were prohibited lending money 
to the government without the consent of parliament, 
under a penalty of three times the sum lent: one 
fifth part of which was to go to the informer. , 

This was a year of great commercial distress :, 
twenty-two commissions of bankruptcy were issued 
against country bankers. 

1794. The bank commenced issuing notes for 5/- 

1795. , The bank having resolved to reduce their 4 
discounts, placed the following notice in the discount 
office. 

" Bank of England, 31st December, 1795. 
" Pursuant to an order of the Court of Directors : 

" Notice is hereby given, 

" That no bills will be taken in for discount at this office after 12 
o'clock at noon, or notes after 12 o'clock on Wednesday. 

"That in future, whenever the bills sent in for discount, shall in 
any day amount to a larger sum than it shall be resolved to discount 
on that day, a pro rata proportion of such bills in each parcel as are 
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not otherwise objectionable, will be returned to the person sending 
in the same, without regard to the respectability of the party sending 
in the bills, or the solidity of the bills themselves. 

" The same regulation will be observed as to the notes." 

1797. THE SUSPENSION OF CASH PAYMENTS. 

This took place on Monday, Feb. 27th, in conse- 

Sjuence of an order in council, which ran in the 
bllpwing terms : 

" Upon the representation of the Chancellor of the Exchequer, 
stating that from the results of the information which he had received, 
and of the enquiries which it has been his duty to make, respecting 
the effects of the unusual demand for specie that has been made 
upon the metropolis, in consequence of ill-founded or exaggerated 
alarms in different parts of the country ; it appears, that unless some 
measure is immediately taken, there may be reason to apprehend a 
want of a sufficient supply of cash to answer the exigencies of the 
public service. It is the unanimous opinion of the Board, that it is 
indispensably necessary for the public service, that the directors of 
the bank of England should forbear issuing any cash in payment, 
until the sense of parliament can be taken on that subject, and the 
proper measures adopted thereupon, for maintaining the means of 
circulation and supporting the public and commercial credit of the 
kingdom at this important conjuncture ; and it is ordered that a copy 
of this minute be transmitted to the directors of the bank of England, 
and they are hereby required, on the grounds of the exigency of the 
case, to conform thereto until the sense of parliament can be taken 
as aforesaid." 

Among the crowd assembled at the bank, with a 
view of demanding gold, hand-bills were distributed 
of which the following is a copy. 

"Bank of England, Feb. 27th, 1797. 

"In consequence of an order of his Majesty's Privy Council, 
notified to the bank last night, a copy of which is hereunto annexed, 
the governor, deputy-governor, and directors- of the bank of England 
think it their duty to inform the proprietors of the bank stock, as 
well as the public at large, that the general concerns of the bank are 
in a most affluent and prosperous situation, and such as to preclude 
every doubt as to the security of its notes. The directors mean to 
Continue their usual discounts for the accommodation of the com- 
mercial interest, paying the amount in bank notes, and the dividend 
warrants will be paid in the same manner/' 
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; On the same day was held a meeting of merchants, 
bankers, and others, the lord mayor in the chair, 
when the following resolution was unanimously 
passed : 

" That we, the undersigned, being highly sensible how necessary 
the preservation of public credit is at this time, do most readily 
declare, that we will not refuse to receive bank notes in payment 
of any sum of money to be paid to us, and we will use our utmost 
endeavours to make all our payments in the same manner. ' ' 

This resolution was left for signature at several of 
the most respectable taverns, and a similar resolution 
was subsequently adopted by other public assem- 
blies. 

Immediately afterwards, the house of commons 
appointed a committee to inquire into the affairs of 
the bank. The committee reported, that " The 
total amount of outstanding demands on the bank, 
on the 25th of July, was 13,770,390/.; and that the 
total amount of the funds for discharging those de- 
mands (not including the permanent debt due from 
government, of 11,686,800/., which bears an interest 
of three per cent.), was 17,597,280/.; and the result 
is, that there was, on the 25th day of February last, 
a surplus of effects belonging to the bank, beyond 
the amount of their debts, amounting to the sum of 
3,825,890/., exclusive of the above-mentioned per- 
manent debt of 11,684,800/. due from government." 
From accounts since published, it appears that the 
amount of gold and silver in possession of the bank 
was reduced by the previous run to 1,086,170/. 

1797, March 3. The bank were authorized to 
issue notes under 5/.; 37 Geo. HI. c. 28. It is en- 
titled, " An Act to remove doubts respecting pro- 
missory notes of the governor and company of the 
bank of England, for payment of sums of money 
under 5/." Accordingly, on the 10th of March the 
bank issued, for the first time, notes for 1/. and 21. 

May 3. Tjke bank restriction act passed. It 
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is the 37 Geo. III. c. 45; and is entitled, " An Act 
for continuing, for a limited time, the restriction 
contained in the minute of council of the 26th of 
February, 1797, on payment of cash by the bank," 
By this Act the bank" directors were indemnified 
against any legal proceedings on account of having 
complied with the order of council. They were not 
permitted to issue cash, except for any sum under 
twenty shillings. But if any person lodged cash in 
the bank, he might be repaid in cash to the extent 
of three-fourths of the sum lodged ; but the sum 
lodged must not be less than 500/. The bank were 
also allowed to advance to the bankers of London, 
Westminster, and South wark, any sum of cash not 
exceeding in the whole 100,000/. ; % and also 25,000/. 
each to the bank of Scotland and the royal bank of 
Scotland , during the continuance of this Act. The 
bank could not be sued for way ment of any of their 
notes, for which thev were willing to gi ve other notes ; 
and no person coultl be held to special bail upon any 
process issuing out of any court, unless the affidavit 
made for the purpose stated also, that the party had 
made no offer to pay in bank notes. This Act was 
to be in force till tne 24th day of the following June, 
a duration of fifty- two days. 

1797, June 22. Another Act was passed, con- 
tinuing the bank restriction until one month after 
the commencement of the then next session of par- 
liament. 

Nov. 30. A third Act passed, continuing the re- 
striction until six months after the conclusion of the 
war. 
* ,A*i Act was also passed (37 Geo. III. c. 32), 
suspending the Acts passed in 1777, which prohi- 
f bi ted bankers issuing notes below the amount of 5/., 
y tod the country bankers commenced issuing notes 




ltd t/17:094 Jan. 3. The bank gave notice, " That -on 
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and after the 14th instant, they would pay in cash 
all fractional sums under 51. ; and that on and after 
the 1st day of February next, the bank will pay cash 
for all notes of 11. and 21. value that are dated prior 
to the 1st day of July, 1798, or exchange them for 
new notes of the same value, at the option of the 
holders." 

This year the bank proprietors received a bonus of 
ten per cent, on their capital. The bonus was made 
in. five per cents., 1797. 

1800. The bank charter was extended or renewed 
until the expiration of twelve months' notice, to be 
given after the 1st day of August, 1833, and until 
payment by the public to the bank of the demands 
therein mentioned; being an extension or renewal of 
the said charter for twenty-one years. (40 Geo. III. 
c. 28). In consideration of obtaining this renewal 
of their charter, the bank agreed to lend the govern- 
ment the sum of 3,000,000/. without interest for six 
years. 

The 40 Geo. HI. c. 36, was enacted to enable 
courts of equity to compel a transfer of stock in suits, 
without making the Bank of England, or the East 
India company, or the South Sea company, partners 
in the sales. 

1801. 41 Geo. III. c. 57, was enacted " For the 
better prevention of the forgery of the notes and bills 
of exchange of persons carrying on the business of 
bankers. 

"After July 10th, 1801, no person shall use or make any frame 
or mould for making paper, with the name or firm of any persons or 
body corporate appearing in the substance of the paper, without a 
written authority for that purpose; or shall make or vend such paper, 
or cause such name or firm to appear in the substance of the paper, 
whereon the same shall be written or printed, — on being imprisoned 
for the first offence, not exceeding two years, nor less than six 
months ; and for the second offence, transported for seven years. 

" No person shall engrave, &c, any bill or note of any person or 
banking company, or use any plate so engraved, or any device for 
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making or printing such bill or note, nor shall knowingly have in 
his custody such plate or device, or shall utter such bill or note, 
without a written authority for that purpose, under a like penalty. 

" No person shall engrave, &c, on any plate, any subscriptions 
subjoined to any bill or note of any person or banking company, 
payable to bearer on demand, or have in his possession any such 
plate, on penalty, for the first offence, of being imprisoned not 
exceeding three years, nor less than twelve months ; and for the 
second, transported for seven years." 

1801. The proprietors of bank stock received a 
bonus of five per cent, on their capital in navy five 
per cents. 

1802. The war having been concluded by the 
peace of Amiens, the Bank Restriction Act would 
have expired six months afterwards, but it was by 
a new Act continued in force till the 1st day of 
March, 1803. 

The bank proprietors received a bonus of two and a 
half per cent, on their capital in navy five per cents. 

1803. Feb. 28. The Bank Restriction Act was 
continued until six weeks after the commencement of 
the next session of parliament. 

Dec. 15. War having recommenced, the Bank 
Restriction Act was continued until six months after 
the conclusion of a definitive treaty of peace. 

The bank is said to have lost this year no less a 
sum than 300,000/., through a fraud committed by 
one of their principal cashiers, Mr. Astlett. 

1804. The bank proprietors received a bonus in 
cash of five per cent, on their capital. 

In consequence of the scarcity of silver, the bank 
issued five-shilling dollars. These dollars had on the 
obverse side an impression of his majesty's head, and 
the following superscription: " Georgijis III. Dei 
Gratia Rex;" and on the reverse side, the impression 
of Britannia and the following, i ' Five shillings dollar. 
Bank of England, 1804." The bank subsequently 
issued silver tokens for three shillings, and for one 
shilling and sixpence. By an Act passed in 1812, 
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the counterfeiting these dollars and tokens was liable 
to a punishment of fourteen years' transportation, 

By 44 Geo. III. c. 98, the following duties were 
imposed upon the notes of country bankers : 
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These duties continued until the year 1808. 

1805. The bank proprietors received another 
bonus of five per cent, in cash. 

1806. Another bonus of five per cent, in cash. 

1807. The dividend on bank stock was raised 
from seven to ten per cent., at which rate it continued 
until the year 1823. 

1808. The allowance from the government to the 
bank for managing the public debt, reduced from 
450/. a million, to 340Z. a million, on six hundred 
millions of the debt, and to 300Z. a million on all 
that it exceeded that sum. This was exclusive of 
some separate allowances on annuities, &c. 

By 48 Geo. III. c. 149, the following duties were 
imposed upon country bank notes : 

£ s, d. 

Not exceeding £1 Is. .... 004 

Exceeding 1 1 not exceeding £2 25. 8 

Exceeding 2 2 not exceeding 5 5 10 

Exceeding 5 5 not exceeding 20 16 

Exceeding 20 not exceeding 30 3 

Exceeding 30 not exceeding 50 4 6 

Exceeding 50 not exceeding 100 7 6 

These duties remained the same until the year 1815. 

1810. The bullion committee, appointed by the 
house of commons for the purpose of inquiring into 
the causes of the high price of gold bullion, and its 
effect on the circulating medium. 

1810. The committee delivered a very long report, 
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in which they discussed a variety of matters connected 
with the currency, and concluded by recommending 
that the bank should resume cash payments at the 
end of two years. The following are extracts : 

" Your committee have found that the price of gold bullion which, 
by the regulation of His Majesty's mint, is 31. 17s. 10J& per ounce 
of standard fineness, was, during the years 1806, 1807, and 1808, 
as high as 4 J. in the market. Towards the year of 1808 it began to 
advance very rapidly, and continued very high during the whole 
year 1809, the market price of standard gold fluctuating from Al. 9s. 
to 41. 12s. per oz. The market price at 41. 10s. is about 15i per 
cent, above the mint price. 

" Your committee have likewise found that towards Jshe end of the 
year 1808, the exchanges with the continent became v^ry unfavour- 
able to this country, and continued still more unfavourable through 
the whole of 1809, and the three first months of die present year. 

" Mr, Whitmore, the late governor of the bank, stated to the com- 
mittee, that in regulating the general amounts of the loans and 
discounts, he did ' not advert to the circumstance of the exchanges, 
it appearing upon a reference to the amount of our notes in circu- 
lation, and the course of the exchange, that they frequently have 
no connexion.' * 

"Mr. Pearse, now governor of the bank, agreed with Mr. 
Whitmore in this account of the practice of the bank, and expressed 
}ris full concurrence in the same opinion. Mr. Pearse, — ^lp con- 
sidering this subject with reference to the manner in which bank 
notes are issued, resulting from the applications made for discounts 
to supply the necessary want of bank notes, by which their issue in 
amount is so controlled that it can never amount to an excess ; I 
cannot see how the amount of bank notes issued can operate upon 
the price of bullion, or the state of exchanges ; and therefore I am 
individually of opinion, that the price of bullion or the state of 
the exchanges can never be a reason for lessening the amount of bank 
notes to be issued, always understanding the control which I have 
already described.' 

"The bank directors, as well as some of the merchants who have 
been examined, shewed a great anxiety to state rto your committee 
a doctrine, of the truth of which they professed themselves to be 
most thoroughly convinced ; that there can be no possible excess, in 
the issue of bank of England paper, so long as. the advances in which 
it is issued are made upon the principles which at present guide, the 
conduct of the directors— that is, so long as the discount ofmefcan- 
tile bills is confined to paper of undoubted 1 solidity, J arising dutof 
real, commercial transactions, 'and payable, at short and > fixed periods. 
That the discounts shonld be made only upon. bills growing out of 
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real commercial transactions, and falling due in a fixed and short 
period, are sound and well established principles. But that while 
the bank is restrained from paying in specie, there need be no other 
limits to the issue of their paper than what is fixed by such rules of 
discount; and that during the suspension of cash payments, the dis- 
count of good bills falling due at short periods cannot lead to any 
excess in the amount of bank paper in circulation, appears to your 
committee to be a doctrine wholly erroneous in principle, and preg- 
nant with dangerous consequences in practice. 

" Upon a review of all the facts and reasonings, which have been 
submitted to the consideration of your committee in the course of 
this inquiry, they have formed an opinion which they submit to the 
house — That there is at present an excess in the paper circulation of 
this country, of which the most unequivocal symptom is the very 
high price of bullion, and next to that, the low state of the conti- 
nental exchanges ; that this excess is to be ascribed to the want of 
a -sufficient check and control in the issues of paper from the bank of 
England, and originally to the suspension of cash payments, which 
removed the natural and true control. 

**Your committee would suggest, that the restriction on cash 
payments cannot safely be removed at an earlier period than two 
years from the present time ; but your committee are of opinion thajt 
early provision ought to be made by Parliament, for terminating, at 
the end of that period, the operation of the several statutes which 
have imposed and continue that restriction." 

This report was delivered late in the session, and 
was not taken into consideration by the house until 
the following year. 

1811. The commercial distress of the country 
had become so great, that parliament authorised th^ 
sum of six; millions to be advanced to merchants on 
their giving sufficient security ; but such had been 
the fall in the price of mercantile property, that tiot 
many could give the required security, and bank- 
ruptcies were numerous. Whether this distress arose 
from any preparations of the bank to return to cash 
payments, from the American embargo, or froW 
Buonaparte's Berlin and Milan decrees, was a matte? 
of much cojitroversy. From the accounts since pub* 
lished, it does not appear that the bank had taken 
any measures to increase their stock of gold ; but 

E 



50 THE HISTORY AND PRINCIPLES 

during the yeare of 1810, 1811, and 1812, they 
considerably reduced their private securities and 
increased the amount of their public securities. 
Thus, on the last day of February, 1810, their public 
securities were 14,322,634/., and their private secu- 
rities 21,055,946Z. On the same day, in 1813, 
their public securities were 25,036,626Z. and the 
private securities 12,894,324Z. This progressive 
reduction of the discounts no doubt occasioned great 
distress, though it was in some degree counteracted 
by an increase in the same period of above two mil- 
lions in the circulation. 

The report of the bullion committee was taken into 
consideration by the house of commons, and after 
much discussion rejected. Instead of the measures 
recommended by the committee, the house adopted 
certain resolutions proposed by Mr. Vansittart (now 
Lord Bexley), declaring that the value of bank notes 
was not depreciated, but that the value of gold was 
enhanced ; and that the political and commercial 
relations of Great Britain with foreign states were 
sufficient to account for the unfavourable state of the 
foreign exchanges and the high price of bullion. 

July 24, Lord Stanhope's Act passed. This Act 
(51 Geo. HI. c. 127) is entitled, " An Act for making 
more effectual provision for preventing the current 
gold coin of the realm from being paid or accepted 
for a greater value than the current value of such 
coin ; for preventing any note or bill of the governor 
and company of the bank of England from being 
received for any smaller sum than the sum therein 
specified; and for staying proceedings upon any 
distress by tender of such notes." It enacts that the 
taking of gold coin at more than its value, or bank 
of England notes for less than their value, dhall be 
'deemed a misdemeanor. This Act was to be in force 
tatil the 25th of March, 1812. It was introduced by 
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the Earl ef Stanhope, in consequence of the following; 
notice having been addressed by Lord King to his 
tenantry. 

u By lease, dated 1802, you have contracted to pay the annual 
rent of 47 J. 5s. in good and lawful money of Great Britain. In 
consequence of the late great depreciation of paper money, I can no 
longer accept any bank notes at their nominal value, in payment or 
satisfaction of an old contract. I must, therefore, desire you to 
provide for the payment of your rent in the legal gold coin of the 
realm; at the same time, having no other object than to secure 
payment of the real intrinsic value of the same, stipulated by agree- 
ment, and being desirous to avoid giving you any unnecessary 
trouble, I shall be willing to. receive payment in, either of the manners 
following, according to your option: — 1st. By payment in guineas ; 
2nd. If guineas cannot be procured, by a payment in Portugal gold 
coin, equal in weight- to the number of guineas requisite to discharge 
the rent ; 3rd. By a payment in bank paper, of a sum sufficient to 
purchase (at the present market price), the weight ; of , standard gold 
requisite to discharge the rent. The alteration in the value of paper 
money is estimated in this manner: the price of gold in 1802, the 
year of your agreement, was 47. an ounce ; the present market price 
is 4 J. lis. arising from the diminished value of paper. In that pro- 
portion an addition of. 17Z. 10s. pei; .cent, in paper money will be 
required as the equivalent for the payment of rent in paper. " 

1812, " An Act passed for the further prevention 
of the counterfeiting of silver tokens issued by the 
governor and company of the bank of England, 
called dollars, and of silver pieces issued and circu- 
lated by the said govenior and company, called tokens, 
and for the further prevention of frauds practised by 
the imitation of the notes or bills of the said governor 
and company." (52 Geo. III. c. 138). 

Lord Stanhope's Act Continued, by 52 Geo. HL 
c. 5, until three months after the commencement of 
the next session of parliament. 

1814. Lord Stanhope's* Act revived and con- 
tinued, by 54 Geo. III. c. 52, during the continuance 
of the Bank Restriction Act; r ' 

1815. The following stamp duties were imposed 
upon the notes of country bankers. (55 Geo., llh 
c. 184). 

£ 2 
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Not exceeding 11. Is. - - - - - - Os. 5d. 

Exceeding 1/. Is. and not exceeding 21. 2s. - Os. lOd. 

21. 2s. - - - - 51. 5s. - Is. 3d. 

- 51. 5s. - - - 101. Os. - Is. 9d. 

- 101. Os. - - - - 201. Os. - 2s. Od. 

- 20Z. Os. 30Z. Os. - 3s. Od. 

. 30Z. Os. - - - - 501. Os. - 5s. Od. 

- 501. Os. 1001. Os. - 8s. 6d. 

1815. Peace being restored, the Bank Restriction 
Act would have expired six months afterwards, but 
it was continued by a new Act until the 5th July, 
1816. 

1816. The Bank Restriction Act continued from 
July 1816 to July 1818. 

The bank was authorised to increace its capital 
from 11,642,400Z. to 14,553,000Z. being an addition 
of twenty-five per cent, to the stock of the several 
proprietors. This addition was made out of the 
surplus profits without any further call. (56 Geo. III. 
c. 96). In consideration of obtaining this privilege, 
the bank agreed to lend the government the sum 'of 
3,000,000Z at three per cent. 

1817. April 17. The bank gave notice that on 
and after the second day of May then next ensuing, 
they would pay cash for all notes of \l. and 21. value 
dated prior to the first day of January, 1816, or 
exchange them for new notes of the same value, at 
the option of the holders. 

Sept. 18. The bank gave notice that on and after 
the first day of October then next ensuing, they 
would be ready to pay cash for their notes, of every 
description, dated prior to the first day of January, 
1817. 

1818. The Bank Restriction Act continued from 
the 5th July, 1818, to 5th July, 1819. 

A calculation was made this year, to ascertain the 
number of days that a bank note of each denomina- 
tion remained in circulation ; the following are the 
results : 
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1G. &6 


.f 1/. and 21. 


— 147 days 


Notes of 40/. — 38 days. 


51. — 


— 148 — 


— 50/. — 72 — 


10/. — 


— 137 — 


— 100/. — 49 — 


15/. — 


— 66 — 


— 200/. — 18 — 


20/. — 


— 121 — 


— 300/. — 14 — 


251. • - 


— 43 — 


— 500/. — 14 — 


30/. — 


— 55 — 


— 1000/. — 13 — 



The bank had always been in the practice of 
detaining the forged notes offered for payment. But 
two persons, who had forged notes returned to them 
by the bank, paid the amount and kept the notes. 
They were charged with having forged notes in their 
possession, and tried on this charge, but the juries 
acquitted them. In consequence of this decision the 
bank have since returned all forged notes to the 
parties presenting them, after having stamped them 
in several places with the word " forged." 

1819. A bill passed through parliament in the 
course of two nights to restrain the bank paying 
away any more gold under its notice of September, 
1817, or any previous notice. A committee of the 
house of commons had reported that the bank had 
paid away above five millions in gold ; the greater 
part of which had been taken to the continent, and 
there re-coined into foreign money. 

From an account submitted to parliament, of the 
total amount of outstanding demands on the bank of 
England, and the funds'for discharging the same, it 
appears, that there was a surplus in favour of the 
bank, of 5,202,320Z., independently of their capital 
of 14,686,800Z. 

Mr. Peel's bill passed. This bill (59 Geo. HI: 
c. 49), contains the following provisions : 

1. The Bank Restriction Act was continued, abso- 
lutely, from the 5th of July, 1819, to February 1, 
1820. 

2. Between Feb. 1 and Oct. 1, 1 820, the bank were 
required to pay their notes in good bullion of 
standard fineness, at the rate of 41. Is. per ounce, 
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but not to be liable to a demand for a less quantity 
than sixty ounces at one time. 

3. Between Oct. 1, 1820, and May 1, 1821, the 
bank were required to pay their notes in gold bul- 
lion upon the same plan, at the rate of 31. 19s. 6d. 
per ounce. 

4. Between May 1, 1821, and May 1, 1823, the 
bank were to pay in gold bullion upon the same 
plan, at the rate of 31. 17s. lOirf. per ounce, which 
was the mint price of gold. 

5. From May 1, 1823, the bank were to pay their 
notes in the gold coin of the realm. 

6. But between Feb. 1 and Oct. 1, 1820, the bank 
may make payments at a less rate than 41. Is., and 
not less than 31. 19s. 6d. per ounce ; and between 
Oct. 1, 1820, and May 1, 1821, the bank may pay 
at any rate less than 3Z. 19s. 6d., and not less than 
3/. 17s. 10id., on giving three days* notice in the 
Gazette. Such payments to be made in ingots or 
bars of .gold, of the weight of sixty ounces. The 
bank were also permitted to pay in gold coin on or 
after May 1, 1822. 

7. All the laws which restrained the exportation of 
gold and silver coin were repealed, and the coin was 
allowed to be exported or melted without incurring 
any penalty. 

The bill did not give satisfaction to the bank 
directors. They wished to be allowed to pay their 
notes in gold bullion at the market price of the day. 

The 59 Geo. HI. c. 76, was passed to prohibit 
the bank making advances to government without 
the authority of parliament. But the bank were 
allowed to purchase exchequer bills, or to advance 
money on them, but the amount of such bills must 
be laid annually before parliament. 

1820. An Act passed for the further prevention 
of forging and counterfeiting of bank notes (1 Geo. 
IV. c. 92). It also enacted, that the names of per- 
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sons authorized by the bank directors _ to sign the 
notes, might be impressed by machine instead of 
being subscribed in the hand-writing of such per- 
sons. 

1821. The bank commenced paying off their 
notes under 51. in gold. The directors had pro- 
cured an act of parliament, 1 & 2 Geo. IV. c. 26, 
permitting them to do so from the first day of May, 
1821. The gold coins issued by the bank were 
not guineas, but sovereigns of the value of twenty 
shillings, which were now first coined. The gold 
coined at the mint this year amounted to 9,520,758/., 
and the silver to 433,686/. 

1822. In this year an Act was passed, permitting 
the country bankers to continue the issuing of notes 
under 51. until the expiration of the bank charter 
in 1833. As the law previously stood, their notes 
were prohibited on the resumption of cash payments 
by the bank. The directors made the following 
reference to this subject, in a memorandum they 
delivered to the parliamentary committee of 1832. 

" By the resolution of the house of commons of 
1819, the bank were required, within four years, to 
pay off in gold the amount of their one pound notes 
then in circulation (about 7,500,000/.) ; further, to 
provide the coin for paying off the country small 
jiqtes in 1825 (about seven or eight millions jtnore), 
in addition to which the necessity was imposed of 
providing the requisite surplus bullion for insuring 
the convertibility of all their liabilities, which addi- 
tion of bullion to their then stock could not be 
estimated at less than 5,000,000/. ; making in the 
aggregate 20,000,000/. of gold as necessary to be 
provided from foreign countries, within the space of 
four years from 1819. 

' ' That supply of gold could only be purchased by 
reduced prices of commodities ; the bank withdraw- 
ing a given amount of securities, in the first instance, 
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the notes for which might be re-issued in payment of 
the gold as imported. The low prices and general 
state of trade, from 1819 to 1821, and the withdrawal 
of the bank's securities, enabled the bank to cancel 
their small notes in the latter year ; and in the follow- 
ing (1822), three years prior to the time fixed by 
parliament, they were in a situation to furnish the 
gold for paying off the country small notes, when, 
without any communication with the bank, the 
government thought proper to authorize a continu- 
ance of the circulation of the country small notes 
until 1833. The consequence of that measure was, 
to leave in the possession of the bank an inordinate 
quantity of bullion (14,200,000/. in January, 1824); 
and further, to afford the power of extension to the 
country bankers' issues, which it is believed were 
greatly extended, from 1823 to 1825."' 

By a return from the stamp office, it appears that 
the number of countrv banks this year was five 
hundred and fifty-two, and the number of persons 
in those firms was one thousand six hundred and 
seventy-three. 

1822, June 22. The bank reduced the rate of 
interest upon bills of exchange from five to four per 
cent. , and extended the time of such bills from sixty- 
one to ninety-five days. 

In this year the government reduced the interest 
of the navy five per cents, to four per cent. Each 
holder of 100Z. stock received 105Z. new stock, bearing 
four per cent. , with a guarantee that the interest should 
not be farther reduced until the year .1829. This new 
stock was distinguished by the name of " new fours." 
The bank agreed to advance the money to pay off the 
dissentients. 

1822. In consequence of the abolition of the notes 
under 51. , the bank found they had many more 
clerks than were necessary. A good number were 
therefore discontinued ; the bank giving them either 
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a pension, or the value of a pension in ready money, 
at the option of the clerks. The conduct of the bank 
on this occasion was highly liberal, and met with 
universal approbation. 

1823, Lady- day. The dividend on bank stock was 
reduced from ten to eight per cent. 

The bank engaged to advance to government, 
between April, 1823, and April, 1828, the sum of 
13,089,419/., for the purpose of defraying the charge 
of military and naval pensions, and to receive in lieu 
of this sum 585,740/. per annum; to commence from 
the 5th of April, 1823, and to continue for a term of 
fortyrfour years, and then to cease. This charge is 
commonly called "the dead weight." 

Iin the latter end of this year, the bank commenced 
advancing money upon the security of government 
stock. They also lent 1,500,000/. to the East India 
company. 

1824. The bank extended their advances upon 
stock, and commenced lending money on mortgage. 

The old four per cents, were reduced to three and 
a half per cent. The new stock is called " three and 
a half per cent, reduced." 

This and the subsequent year were remarkable for 
the commencement of a great number of joint-stock 
companies. The total number of projects were six ' 
hundred and twenty-four, and to carry them all into 
effect would have required a capital of 372,173,100/. 
They have been thus classified : * 

CAPITAL. 

74 Mining companies £38,370,000 

29 Gas ditto 12,077,000 

20 Insurance ditto 35,820,000 

29 Investments ditto 52,600,000 

54 Canal Rail Road ditto 44,051,000 



* See " A complete View of the Joint-Stock Companies," formed 
during the years 1824 and 1825, by Henry English* 
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67 Steam ditto £8,555,500 

11 Trading ditto 10,450,000 

26 Building ditto - - 13,781,000 

24 Provision ditto 8,360,000 

292 Miscellaneous ditto 148,108,600 



624 £372,173,100 

The above companies are divided by Mr. English 
into four classes. First, companies which continued 
to exist in the year 1827; secondly, companies whose 
shares had been sold in the market, but were after- 
wards abandoned ; thirdly, companies which pub- 
lished prospectuses, or which were announced in the 
papers, but which are not known to have issued 
shares ; fourthly, companies, the formation of which 
was noticed in the public papers, but the particulars 
not specified. 

The following is the general summary : 

Companies. Capital required. ^Jj^ 51 ^ 

£ £ 

127 Companies existing in 1827 * 102,781,600 15,185,050 
118 ditto abandoned - - - - 56,606,500 2,419,675 
236 ditto projected - - - - 143,610,000 
143 ditto ditto not particularized 69,175,000 

624 ' ' ' 372,173,100 17,605,625 

Besides the capital required for the above com- 
panies, large sums of money were granted as loans to 
foreign powers, as appears from the following table : 






t. 



* Many of these have since been discontinued. 
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A list of the foreign loans contracted in England, with 
the amounts of the same ; the names of the con- 
tractors, the years in which the contracts were 
made, and the prices at which they were issued. 

£ per cent. ' per cent. 

Austrian*- -2,500,000 5 N.M.Rothschild 1823 82 

Belgian* - -2,000,000 — Ditto - -. 1832 75 

Brazilian*- - 3,200,000 — T. Wilson & Co. 1824 75 

Ditto* - - -2,000,000 — N. M. Rothschild - - - 1825 85 
Ditto* - - - 800,000 — Rothschild & Wilson - -1829 
Buenos Ayres 1,000,000 6 Baring, Brothers - - - 1824 85 

Chili 1,000,000 — Hullett, Brothers 1822 70 

Columbian - 2,000,000 — Herring, Graham, & Co. 1822 84 
Ditto- - - -4,750,000 — B. A. Goldschmidt & Co. 1824 88* 

Danish* - -5,500,000 3 T. Wilson & Co. 1825 75 

Greek - - - 800,000 5 Loughnan & Co. - - - 1824 59 

Ditto- - - -1,000,000 — Ricardos 1825 56* 

Guatemala -1,428,571 6 I. and A. Powles - - - 1825 73 

Guadaljava - 600,000 5 W. EUward, Junr. 1825 60 

Mexican - - 3,200,000 — B. A. Goldschmidt & Co. 1824 58 

Ditto 3,200,000 6 Barclay, Herring, & Co. 1825 89* 

Neapolitan *- 2,500,000 5 N. M. Rothschild 1824 92* 

Prussian*- -5,000,000 — Ditto 1818 72 

Ditto* 3,500,000 — Ditto 1822 84 

Portuguese - 1,500,000 — B. A. Goldschmidt & Co. 1823 87 
Peruvian - - 450,000 6 Frys and Chapman - - 1 822 88 

Ditto 750,000 — Ditto 1824 82 

Ditto 616,000 — Ditto 1825 78 

Russian* - -3,500,000 5 N. M. Rothschild 1822 82 

Spanish 1,500,000 — A. F. Haldimand - - -1821 56 

Ditto - -.- 1,500,000 — J. Campbell & Co. 1823 30* 

Those marked thus * continue to pay the dividends. 

1825. At the commencement of this year there 
was every appearance of general prosperity, but in 
December occurred " the panic." 

The course of exchange being unfavourable, had oc- 
casioned a demand for gold for exportation. The bank 
became under the necessity of restraining its issues. 

The house of Sir Peter Pole and Co., who were 
agents to several country banks, stopped payment. 
This occasioned a general alarm, and the notes of 
private bankers became discredited throughout the 
country. As the bank had ceased to issue notes 
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under 51. , they were obliged to find gold to the 
country bankers to pay off their notes ; but their gold 
failing, they re-issued their \L notes, some of which, 
happily, had not been destroyed. Notwithstanding the 
great liberality of the bank, several London bankers, 
and a much greater number of country bankers, were 
obliged to suspend their payments. Most of the joint- 
stock companies, that had been formed in the season 
of speculation, fell to the ground. 

The following is the opinion of J. H. Palmer, Esq., 
the governor of the bank, as to the causes of the wild 
spirit of speculation which had preceded the panic : 

" Will you state to the committee what, in your opinion, was the 
nature and the march of the crisis in 1825 ?- -I have always con- 
sidered that the first step towards the excitement was the reduction 
of the interest upon the government securities ; the first movement 
in that respect was,. I think, upon 135,000,0002. of five per cents, 
which took place in 1823, In the subsequent year, 1824, followed 
the reduction of 80,000,000Z. of four per cents. I have always con- 
sidered that reduction of interests, one-fifth in one case, and one- 
eighth in the other, to have created the feverish feeling in the minds 
of the public at large ; which prompted almost every body to enter- 
tain any proposition for investment, however absurd, which was 
tendered. The excitement of that period was further promoted by 
the acknowledgment of South American republics by this country, 
and the inducements held out for engaging in mining operations, and 
loans to those governments, in which all classes of the community in 
England seem to have partaken almost simultaneously. With those 
speculations arose general speculation in commercial produce, which 
had an effect of disturbing the relative values between this and other 
countries, and creating an unfavourable foreign exchange, which 
continued from October 1824 to November 1825, causing a very 
considerable export of bullion from the bank ; about seven mil- 
lions and a half. Commercial speculations had induced some 
bankers, one particularly, to invest money in securities not strictly 
convertible, to a larger extent than was prudent ; they were also 
largely connected with country bankers. I allude to the house of 
Messrs. Pole and Co. : a house originally possessed of very great 
property, in the persons of the partners, but which fell with the 
circumstances of the times. The failure of that banking-house 
was the first decisive check to commercial and banking credit, and 
brought at once a vast number of country bankers, which were in 
correspondence with it, into difficulties. That discredit was followed 
by a general, discredit throughout London and the interior." (p. 47). 
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Some of the other witnesses considered the panic 
to have arisen from an over-issue of notes on the part 
of the bank of England and the country bankers. 
But whatever may have been the cause, the bank 
certainly acted with great liberality at the period of 
the alarm, even at the risk of its own stoppage of 
payment. 

"Will you describe the manner in which the bank lent its 
assistance at that time ? — We lent it by every possible means, and 
in modes that we never had adopted before. We took in stock as 
security, we purchased exchequer bills, we made advances on 
exchequer bills, we not only discounted outright, but we made 
advances on deposit of bills of exchange to an immense amount ; in 
short, by every possible means consistent with the safety of the bank ; 
and we were not upon some occasions over nice : seeing the dreadful 
state in which the public were, we rendered every assistance in our 
power. 

" Did any communication take place between the bank and the 
government respecting an order in council to restrain payments in 
gold at that period ? — Yes, it was suggested by the bank. 

" What answer did his majesty's government give to that ? — They 
resisted it from first to last. 

" The bank of England issued one pound notes at that period. Was 
that done to protect its remaining treasure ? — Decidedly ; and it worked 
wonders, and it was by great good luck that we had the means of 
doing it : because one box containing a quantity of one pound notes 
had been overlooked, and they were forthcoming at the lucky moment. 

" Had there been no foresight in the preparation of these one pound 
notes? — None whatever, I solemnly declare. 

"Do you think that issuing of the one pound notes did avert 
a complete drain ? — As far as my judgment goes, it saved the credit 
of the country. " 

Evidence of Jeremiah Harman, Esq. (page 154.) 

On the last day of December, 1825, the coin and 
bullion in the bank amounted to only 1,260,890Z. 

Dec. 13. The bank raised the rate of discount from 
four to five per cent, upon bills not having more than 
ninety-five days to run. This rate continued until 
July 1827. 

1826, Jan. 13. The government made a commu- 
nication to the bank directors, stating their intention, 
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in order to prevent a recurrence of panic, to propose 
to parliament the gradual abolition of country bank 
notes under 51. ; and also propoping to the bank, 

' ' First, That the bank of England should establish 
branches of its own body in different parts of the 
country. # , . . 

' ' Secondly, That the bank of England should give 
up its exclusive privilege as to the number of partners 
engaged in banking, except within a certain distance 
from the metropolis." 

The directors were at first unwilling to establish 
branches, but ultimately they acceded to both the 
above propositions. 

The government also induced the bank to make 
advances upon the security of goods, and accordingly 
the bank established boards for this purpose at the 
following places, and advanced to the undermentioned 
amounts : 

Manchester - - 115,490?. Huddersfield - - 30,300?. 

Glasgow - - - 81,700?. Birmingham - - 19,600?. 

Sheffield- - - 59,500?. Dundee - - - 16,500?. 

Liverpool - - 41,450?. Norwich - - - 2,400?. 

To carry these measures into effect several Acts of 
Parliament were passed, viz. : 

' ' An Act to facilitate the advancing of money by 
the governors and company of the bank of England, 
upon deposits and pledges." (7 Geo. IV. c. 7). It 
was enacted that persons in possession of bills of 
lading, warrants, &c. should be deemed owners of 
the goods therein mentioned, so far as to make valid 
any contracts for the advance of money thereupon 
by the bank of England." 

"An Act to limit, and after a certain period to 

J prohibit the issuing of promissory notes, under a 
imited sum, in England." (7 Geo. IV. c. 6). By 
this Act no further notes under 5/. were allowed to 
be stamped, and those already stamped could not be 
issued or re-issued after the 5th of April, 1829, under 
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a penalty of 20Z. The bank of England were required 
to make monthly returns to the treasury, of the 
weekly amounts of their notes in circulation under 
51. to be published in the Gazette, and laid before 
parliament. And after the 5th of April, 1829, all 
bankers' notes under 201. were to be made payable at 
the place of issue, though they might also be made 
payable at other places. ; 

' * An Act for the better regulating copartnerships 
of certain bankers in England, &c." (7 Geo. IV. 
c. 46). According to this Act — 

1 . Banks having more than six partners might carry 
on business in England at a greater distance than 
sixty-five miles from London, provided they have no 
establishment as bankers in London, and that all the 
partners are liable for the whole debts of the bank. 

2. The banks shall not issue their notes at a place 
within sixty-five miles from London, nor draw any 
bills on London for a less amount than 50Z. 

3. The banks may sue, and be sued, in the name of 
their public officers; and when judgment is obtained 
against such public officers, execution may be issued 
against any member of the copartnership. 

4. Previous to issuing notes, the bank shall deliver 
to the stamp office, schedules containing the name or 
title of the bank — the names and places of abode of 
all the partners — the names of the places where the 
banks are established — and the names and descrip^ 
tions of the public officers in whose names the bank 
wishes to sue and be sued. • ■ ■ . 

5. These banks are allowed to compound for the 
stamp duties on their notes, at the rate of seven shiP 
lings per annum for every 100Z. in circulation. 

By the fifteenth clause of this Act, the bank of 
England were expressly authorized to establish 
branches. This was enacted to " prevent any doubts 
that might arise" upon the subject. The bank 
accordingly opened branches this year at Gloucester, 
Manchester, and Swansea. 
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1827, July 5. The bank reduced the rate of dis- 
count from five to four per cent. 

The extension of the branches of the bank of 
England this year occasioned great dissatisfaction 
among the country bankers. The establishment of 
rival banks in their own neighbourhood, was a cir- 
cumstance that the country bankers could not view 
with indifference. They declared that the bank of 
England, and not themselves, had been the cause of 
the previous spirit of speculation ; that the bank of 
England, by their advances to government and loans 
on mortgage, had made excessive issues^; : and that 
now to extend their influence, at the expense of the 
country bankers, was to reward the guilty ? and to 
punish the innocent. The country bankers had been 
accustomed to charge five per cent, on the bills they 
discounted, and at some places five or six shillings 
commission besides the discount, but the branches of 
the bank of England charged only four per cent, 
without any commission. The country bankers were 
of course compelled to do business on the same terms* 
or to permit their customers to go to the branch. 
The chief advantage the country bankers possessed 
over the branch banks was, that they continued to 
allow interest on deposits, which the branch banks 
did not. But the additional confidence which was 
then possessed by the branch banks may, notwith- 
standing, have induced some depositors to give them 
a preference to the country bankers. 

On December 7, the country bankers held a meet- 
ing at the London Tavern, Bishopgate Street, where 
they passed several resolutions, and appointed a 
deputation to wait upon Lord Goderich, the first lord 
of the treasury, and Mr. Herries, the chancellor of 
the exchequer. Among other resolutions, are the 
following :> — 

" That the late measures of the bank of England in the establish- 
ment of'feranch banks have the evident tendency to subvert the 
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general banking system that has long existed throughout the 
country, and which has grown up with, and been adopted to the 
wants and conveniences of the public. 

" That it can be distinctly proved that the prosperity of trade, the 
support of agriculture, the increase of general improvement, and the 
jj*oductiveness of the national revenue, are intimately connected 
with, the existing system of banking. 

4 * That the country bankers would not complain of rival establish- 
ments, founded upon equal terms ; but they do complain of being 
required to compete with a great company, possessing a monopoly 
and exclusive privileges^ . 

'■:, " TJtat^ shpujd this great corporation, conducted by directors 
who are not personally responsible, succeed by means of these 
exclusive advantages, in their apparent object of supplanting the 
Existing banking establishments, they will thereby be rendered 
masters of the circulation of the country, which they will be enabled 
to contract or expand: according to their own will, and thus be 
armed with a tremendous power and influence, dangerous to the 
stability of* property and the independence of the country." 

At a meeting held at the same place, on the 16th 
of December, Sir John Wrottesley, Bart. M.P. the 
chairman, reported to the meeting the result of the 
interview of the deputation with Lord Goderich and 
the chancellor of the exchequer on that day, and 
read their answer as follows: "Lord Goderich and 
the chancellor of the exchequer state to the deputa- 
tion, that they were fully sensible of the great im- 
portance of the subjects which were brought before 
them by the deputation; and that, although it was 
obviously impossible that they fcould undertake, on 
the part of the government, to express upon that 
occasion any opinion upon the matters under con 
sideration, they could assure the deputation that all 
that had been communicated should receive the most 
deliberate and serious attention." 

The country bankers complained too, that the 
branch banks, instead of meeting them on the footing 
of equality, had refused to take their notes, unless 
the bankers had previously opened accounts with the 
branch banks, and provided funds for the purpose. 

1828. Another subject of complaint on the part 

F 
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of the country bankers. — The bank of England had 
always issued their notes and post-bills unstamped, 
in consideration of paying, as a composition for the 
stamp duties, 3500/. per annum on every 1,000,000/. 
in circulation. When the branches were established 
they issued bills, drawn upon the parent establish- 
ment in London at twenty-one days after date, with- 
out being stamped, alleging that these were included 
in their composition. At the same time the country 
bankers could not draw bills upon London without 
paying the stamp duty. In a memorial, presented 
to the government by the bankers in the town and 
neighbourhood of Birmingham, it was shewn that the 
stamp duty on a bill drawn at twenty-one days on 
London, is three shillings and sixpence, while under 
the composition the bank of England would pay but 
fivepence ; and that a circulation throughout the 
year of 10,000/., in bills of exchange of 20/. each, 
would subject the bank of England to a payment, in 
lieu of stamp duty, of only 35/., while other banks 
would have to pay 650/. An Act of parliament 
(9 Geo. IV. c. 23), was accordingly passed, to enable 
country bankers to compound for their stamp duties 
on the same terms as the bank of England, and to 
include bills drawn upon London at twenty-one days' 
date in the composition. By this law the country 
bankers have the advantage of paying duty only on 
the amount of notes in circulation. 

1828. May 9. " The humble memorial of the 
country bankers in England and Wales," was pre- 
sented to " the lords commissioners of his majesty's 
treasury" against the branch banks. It concludes 
thus : 

" Your memorialists therefore deeply regret that your lordships 
:do not feel justified in adopting measures for the withdrawal of the 
branch banks, and they hope that your lordships will be pleased, as 
far as lies in your lordships' power, to prevent any interference with 
the business of your memorialists ; and that your lordships will be 
pleased to institute an inquiry into the system of country banking, 
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and take into your lordships' consideration the claims of the country 
bankers to be regarded as parties in the intended application for, the 
renewal of the bank charter, and that no special privilege or mono- 
poly be granted or continued to the governor and company of the 
bank of England ; but that they may be placed on a perfect equality 
with country bankers in the competition, which, by means of their 
branches, they are now carrying on with your memorialists." 

The government replied, ' l that the interests of the 
country bankers should not be neglected in any nego- 
tiation between the government and the bank of 
England for the renewal of the bank charter." 

1830. The government reduced the interest on 
the new four per cent, stock to three and a half per 
cent. This stock was formed in the year 1822, by the 
reduction of the navy five per cents, to four per cent. 
The holders had the option of receiving for every 
100/. new four per cents. ; either 100/. stock at three 
and a half per cent., not redeemable until the year 
1840, or 70/. at five per cent., not redeemable until 
the year 1873. Most of the holders chose the former. 
This stock is called " new three and a half per cent.," 
and amounts to above 139,000,000/. The other 
stock, formed by those who chose the 70/. , is called 
the new five per cents., and amounts to little more 
than 466,000/. 

1831. " An account of the amount of silver coin 
melted; also the loss sustained by the bank of Eng- 
land thereby, in 1831." 

Amount of silver coin melted in bars, - 565,000/. 
Ditto, melted and re-coined, - - - - 35,000 

600,000 



Loss on sixpenny pieces - - - 4,601 I. Is. 3d. 
Loss on other denominations - 62,982 19 2 



67,584 5 



1832. May 22. A committee of secresy was 
appointed by the house of commons, to inquire into 

f2 
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the expediency of renewing the charter of the bank 
of England, and into the system on which banks of 
issue in England and Wales are conducted. 

The committee was composed of the following 
members. 

Lord Viscount Althorp Mr. J. Smith Mr. Hey wood 

Sir. R. Peel, Bart. Mr. Robarts Ld. Visct. Ebrington 

Lord John Russell Sir M. Ridley, Bart. Mr. Lawley 

Mr. Goulburn Mr. Attwood Sir. J. Wrottesley, 

Sir J. Graham, Bart. Sir J. Newport, Bart. Bart. 

Mr. Herrie3 Mr. Baring Lord Cavendish 

Mr. Poulett Thomson Mr. Irving Mr. Alderman Wood 

Mr. Courtenay Mr. "Warburton Mr. Strutt 

Colonel Maberly Mr. G. Phillips Mr. Bonham Caster 

Sir H. Parnell, Bart. Mr. J. Morrison Mr. E. J. Stanley 

Mr. Vernon Smith Lord Visct. Morpeth Mr. Aid. Thompson 

On the 1 1th day of August the committee delivered 
the following report : 

"The secret committee, appointed to inquire into the expediency of 
renewing the charter of the bank of England, and into the system on 
which banks of issue in England and Wales are conducted, and to 
whom the petition of certain directors of joint-stock banking com- 
panies in England was referred, and who were empowered to report 
the minutes of evidence taken before them, have agreed upon the 
following report : — 

" Your committee have applied themselves to the inquiry which 
the house has committed to them, by calling for all the accounts 
which appeared to them necessary for the purpose of elucidating the 
affairs of die bank of England, and have examined evidence for the 
purpose of ascertaining the principles on which it regulates the issues 
of its notes, and conducts its general transactions. They feel bound 
to state that the directors of the bank of England have afforded to 
them every facility in their power, and have most readily and 
candidly answered every question which has been put to them, and 
produced every account which has been called for. The committee 
have also examined such witnesses as appeared to them, from their 
practical knowledge and experience, most likely to afford information 
on the important subjects under their consideration, who have all 
been ready to give the committee the most ample information. 

" The principal points to which they have directed their attention 
are — 

First. — Whether the paper circulation of the metropolis should be 
confined as at present, to the issues of one bank, and that a com- 
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mercial company ; or whether a competition of different banks of 
issue, each consisting of an unlimited number of partners, should be 
permitted. 

" Secondly* — If it should be deemed expedient that the paper 
circulation of the metropolis should be confined as at present, to the 
issues of one bank, how far the whole of the exclusive privileges 
possessed by the bank of England are necessary to effect this object. 

" Thirdly, — What checks can be provided to secure for the public 
a proper management of banks of issue, and especially whether it 
would be expedient and safe to compel them periodically to publish 
their accounts. r 

" With respect to the circulation of paper in this country, the 
committee have examined, — First, into the effect produced by the 
establishment of the branch banks of the bank of England ; and 
secondly, into the expediency of encouraging the establishment of 
joint-stock banks of issue in the country. 

" On all these, and on some collateral points, more or less infor- 
mation will be found in the minutes of evidence ; but on no one of 
them is it so complete as to justify the committee in giving a decided 
opinion. 

" The period of the session at which the committee commenced 
their labours, the importance and extent of the subjects, and the 
approaching close of the session, will sufficiently account to the 
house for the limited progress of the inquiry, and for the incom- 
pleteness of the materials which have been collected for the purpose 
of forming an opinion ; — they have thought it better, therefore, to 
submit the whole of the evidence which they have taken, with a very 
few exceptions, to the consideration of the house. 

" In their opinion, no public inconvenience will arise from this 
publication. The only parts of the evidence which they have thought 
it necessary to suppress, are those which relate merely to the private 
interests of individuals. 

" The house will perceive that the committee have presented, as 
part of the evidence which they have taken, the actual amount of 
bullion at different times in the hands of the bank of England. This 
information has never before been given to the public ; it is, however, 
very essential to a complete knowledge of the subject, and if it had 
been suppressed by the committee, many parts of the evidence would 
have been unintelligible, and a false impression would have been 
produced in the minds of the public, that the bank were not so well 
provided with bullion as is desirable, which might have a very inju* 
rious effect. The house will, however, observe that the bank is 
amply provided with bullion at the present time; and it does not, 
therefore, appear to the committee that this information being now 
given to the public, can be productive of any injurious consequences. 

" The committee, however, by no means wish it to be understood, 
from their having felt themselves called upon to include this evidence 
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in their report, that they have formed any opinion as to the propriety 
of periodically publishing the affairs of this or of any other bank of 
issue. There appears to be a difference between a publication of the 
affairs of the bank when an inquiry is instituted for the purpose of 
deciding whether the bank charter shall be renewed or not, and a 
periodical publication during the course of its ordinary transactions. 
" Of the ample means of the bank of England to meet all its en- 
gagements, and of the high credit which it has always possessed 
and which it continues to deserve, no man who reads the evidence 
taken before this committee can for a moment doubt ; for it appears 
that, in addition to the surplus rest in the hands of the bank itself, 
amounting to 2,880,000/., the capital, on which interest is paid to 
the proprietors, and for which the State is debtor to the bank, 
amounts to 14,553,000/., making no less a sum than 17,433,000/. 
over and above all its liabilities." 

From the information laid before the committee, 
I have selected or constructed the following tables : 



Table I. 

An Account of the average amounts of gold and 
silver bullion held by the bank in the following 
years, ending 28th February ; — distinguishing 
gold from silver. 



Years. 


Gold. 


Silver. 


Total. 




£. 


£. 


£. 


1815 


1,938,265 


240,882 


2,179,147 


1816 


2,828,707 


570,407 


3,399,114 


1817 


6,643,100 


861,184 


7,504,284 


1818 


10,147,115 


962,266 


11,109,381 


1819 


6,066,603 


655,044 


6,721,647 


1820 


3,663,561 


305,967 


3,969,528 


1821 


6,291,446 


1,882,973 


8,174,419 


1822 


9,162,298 


2,468,792 


11,631,090 


1823 


8,135,629 


2,119,069 


10,254,698 


1824 


10,805,780 


1,801,183 


12,606,963 


1825 


10,213,247 


1,645,348 


11,858,595 


1826 


3,719,824 


601,878 


4,321,702 


1827 


5,880,811 


727,165 


6,607,976 


1828 


9,505,630 


695,623 


10,201,253 


1829 


8,749,920 


1,013,210 


9,763,130 


1830 


5,736,186 


1,519,586 


7,255,772 


1831 


8,235,162 


2,095,199 


10,330,361 


1832 


5,853,334 


551,924 


6,405,258 
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An Account of the amount of the notes of the bank of England in circulation — 


the amount of all deposit* — tliu amount of the sur 




of all securities lielii l.y die Innl., ;nnl du: mnuimt ,8' liulliun in the lia.uk on 


I.W list il.IV 111' I'lilir \ i .!■ (if tin- full ill'. ]■:-'. lull:-. 


tMtULHMtWi 


CiriULiSVKSTi.O. 
















Tear 


CIhiuUiIod. 


Depoiir.. 


io'h,-.i,;i„i 


Sreiiriliw. 


*■'-'"■»!<■«- 


Bull™. 


177H 


7,440,330 


4.06-2.15" 


1,1-23,730 


7. 30(1. 20-. 


3,322.22: 


■j,ui",o!." 


177: 


9,013,610 


4,353,10" 


1.270.203 


8,30-2,-2 1-_ 


2,073,668 


3,711,150 


17 HI 


8.410.7!)" 


■1,723.H!)I! 


1,347,41" 


11,145,051 


1,755.371 


3.581,1)8" 


17s.ll 


7,002,45" 


5,700,33" 


l.57!,,l!!)0 


B 040,073 


2.540,007 


3,270,040 


1783 


M.028,81!" 


!i.l3",:f"n 


1,702,75m 


10,340,055 


3,4tH,uir 


2.157,380 


l;«. 


7,875.00" 


4,405,00" 


I,!)76,ii30 


10,010,31: 


2,779,131 


1,321.1 SKI 


1 7 ■ - . 


0,202,70" 


3.01.13,02" 




7,789,-291 


3, 8 20312! 


055,840 


17B5 


,i,!i23,"0" 


0,009, 100 


■2,3-21,081.) 


7,198.564 


4,073,92( 


2, 7 4(i, 321.1 


1 78! 


7,581. SMio 


0, 181, 00! 1 


2,503,710 


(J.K30.45 1 


3,516,731 


5,079,001) 


1787 


3,32<>.::-io 


5,On2.0)fi> 


2,758.(120 


7,64i,5B7 


3,716,46;; 


5,(j-20,0!)o 


178: 


9,561,120 


5,177, "5" 


2,86:(,780 


7.833,85; 


■l."8i),88'5 


5,743,440 


1789 


0.807.210 


5,537,370 


2,344,340 


8.240,58- 


2,711.108 


7,228,73" 


17"' 


1 'l,li40.54li 


l.i.228,27!) 


2,7"1,3I0 


h.347.3117 


1,984,733 


3.(,33,i)iio 


1781 


ll,489,2ilii 


0.564, 550 


2,888,3:)" 


lii,830.35! 


2,222,2n-_ 


7.839,410 


IT"". 


1 1. 307,381) 


5,528.37" 


2, 7 03. 8 7! 1 


0,053. 7: 3 


3,120,701 


(i, 4 00,000 


170 


11.803.0H) 


8.840,-180 


2, 7 8", 5 70 


9. 540. 21 X 


0,458,041 


4.010.680 


:;■:■ 


10, 7.|4,l>2" 


7 891,810 


■2. 375,/!,!" 


0,<)5U,75( 


4.573,704 


0,037,110 


i ;<-.■ 


14,1(17,510 


8,073,02" 


2.048.53(1 


18,1(34,172 


3,047 . 1 fit 


6,127,720 


1701 


10.7 20.52" 


8.702,:i8M 


3.247.50(1 


12,051,81-. 


4,183,028 


2.5511.030 


li'i". 


0,(174,78(1 


4,8!l,53U 


8. 857. ..)K.I 


11,714.431 


5,123,31) 


i. 08fi.no 


1798 


l3,"i-.5,,-:30 


0,148,0"!) 




11,241,33: 


5,553,107 


5.028,041 1 


1799 


12,050.111.0 


0.131,820 


3,511,310 


11,510.077 


5,5 28, 85: 


7,563,000 


■: ■ 1 


16,844,470 


7.0-02.081) 


3,001,150 


13,075,00: 


7,448,337 


0.144,25" 


1801 


lfi.213,2;;0 


10,7 48.8 10 


1,105,7841 


15,0.58,011 


10,41,0,71! 


4,1) 40,120 


1 802 


15. 180, oho 


0,88:1.21" 


4,(187.0811 


14. 100.O9- 


7,7ii0.72l 


4,152,050 


I m; 


15.3l",93ii 


8,050,240 


1,321. 480 


9,417.337 


14,407,(113 


3,776,750 


i 


17,077.83" 


0, 870.83" 


4,01(5. 4iO 


11,8I'.|,08( 


1 2.314,2^4 


3,372,140 


1805 


17,871.170 


12,ii8.i.02l) 


4.5!«l,-loo 


10,8 (1,501 


11.771,88) 


5, 883,800 


iihk 


17,730.120 


!l,:3",79" 


4,807.551] 


14.1113,50! 


11.777,47 


5,987,190 


IB07 


ii;;t.:o,i,H0 


11, 820.3-2M 


4,771,300 


13,452.1171 


I8.055.5:i! 


6,142,84(1 


I.:.:; 


18.188,86(1 


1 I.OOl.OO" 


5.0811,730 


14,140.501 


13,234,57' 


7,855,470 


|i«r 


18.542.800 


0,0;r2.08!.l 


5,! 131,000 


1 I,743,t2.- 


14,374,77.- 


4,488,700 


1810 


2I,!)1!!,!>00 


1-2,487,81!) 


5,4 3.08(1 


14,822,08- 


21.1155,041 


3,501,410 


1B11 


2-1, ■ (in, 22u 


1 1,445.050 


5,807.420 


17,-201.31" 


10,020,5,5! 


3.85".!!40 


1812 


23,4o:;.82" 


11.803,200 


0,<KJ5,0(iO 


■22,127,25: 


15,(1!)!'.! 137 


^,033,100 


1,'il: 


28,21(1.08" 


11.20IUBO 


0,3:J(j,340 


25.038.021 


12.(101,32 


2,884.500 


In I 


24,>:OI,!)l!i) 


12,453,40!) 


O.057.8OO 


23.i;;(( 1.517 


18, 350. .70. 


2.2(14.430 


1815 


■27,'2(il. *).")" 


11,702,2511 


7,031,5111 


27.512 8". 


17,045.001 


■2.030,!) 10 


I!! 11 


27,ii 13,02" 


I2.8.0(.89(l 


)i,03O.0ii" 


10,425.781 


23.075,53' 


4,040.830 


1817 


'-'7, 8"7, '.>'." 


In, 823,81(1 


5,780,000 


25,588,30: 


8, 73!), 022 


9, 880 (ITU 


1818 


27.77o.07o 


7,007.5511 


5,102.270 


28„013,3i.( 


3.991,071 


10.1155,18-11 


I til! 


2;",. 1 28,711" 


0,413.37(1 


4,000,580 


■22, 355, 11.- 


",i )O0, till." 


4,134,020 


1 82! 


23,484,110 


4.0^3,5811 


3.5211,830 


21,715.161 


4,472,32-. 


4.911,0.50 


1821 


28,884.02" 


5. 822, 80" 


8.15(1,380 


1 0.1(1 ",0O! 


4. 7 115, 2 VI 


1 1 .809,9410 


|i;2i 


18.005.35" 




5. 07 -1,0.1(1 


12,478.13; 


3,494.947 


11.057.150 


183! 


18,-" 12, 24" 


7,131,100 


3,130,820 


13,658.829 


4,060,901 


10,381.201) 


! 82 


ID.78O00O 


ln.i 107,(15! J 


2,847,220 


14.341,127 


4.530.875 


18,310.00(1 


mi. 


2", 753,701 ) 


1 11,188,71!" 


2,807,300 


19,447,588 


5,508.742 


8,779, 100 


l:cji 


25,437.010 


0.035,0(0 


2,07-1,241) 


2(1,573,258 


12.31.5,822 


2.459,510 


1827 


21,80l.l.(;10 


3.(101.000 


2,00O,2i:O 


18,1.85,015 


4.844,515 


10,150,020 


1828 


21.011", Til' 


0,108,11!) 


2,7 10,701 


1)1.318.777 


8,702,403 


01.8-17, 2!HI 


1829 


I'i.37".l.l5!) 


".553,000 


2.7.04.0KI 


l.|,73d.(.(M 


5.04 8, Oii.' 


0.835,020 


lii.-i. 


2". ".70.78" 


111.783. 1.50 


2.581,51" 


2i).".:.i!.30( 


4.185,501 


9,171,000 


Ih:.!| 


I0,!>"",14il 


11.213,5811 


2,013, 50" 


10.027,572 


.-..-281, -IOC 


8,217.050 


1. ■■::-. 


I8.ii.-i1.7Ui 


8,937,170 


28.37.7-," 


13,407,418 


5,830,"42 


5.-208.151I 
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It will be observed, that the first three columns of 
the above table, added together, are equal in amount 
to the last three. Thus the circulation, the deposits, 
and the rest are equal to the public securities, the 
private securities, and the bullion. Take for example 
the year 1832 :— 

Circulation - - 18,051,710/. Public securities - 19,497,448/. 
Deposits - - - 8,937,170 Private do. - - 5,836,042 
Rest - - - - 2,637,760 Bullion - - . 5,293,150 



29,626,640 29,626,640 



Thus the total capital possessed by the bank, on the 
last day of February, 1832, was 29,626,640/. : of 
which 18,051,710/. was raised by the circulation of 
notes; 8,937,170/. was raised by deposits; and 
2,637,760/. was real capital belonging to the bank, 
over and above its capital of 14,686,800/., which is 
lent to government at three per cent. This capital 
of 29,626,640/. was employed as denoted in the last 
three columns of the table: 18,497,448/. was invested 
in government securities ; 5,836,042/. in private se- 
curities; and 5,293,150/. in gold and silver bullion, 
either coined or uncoined. 

It is seen by the third and fourth column of this 
table, that the bank employ their trading capital in 
public and private securities. The public securities 
consist chiefly of government stock and exchequer 
bills ; the private securities are chiefly bills of ex- 
change. It has latterly been considered by the bank 
desirable that one-third of their capital raised by 
notes and deposits should be invested in bullion, and 
tba remaining two-thirds in public and private secu- 
fWe*, If, however, an amount of bills is presented 
fbf dfftcount, which would exceed this proportion, the 
\nmk do not reject the bills, but they sell out the 

VQtnmmt securities. 
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Table III. 
A statement of the affairs of the bank, Feb. 29, 1832. 



THE 

Dr. £. 

To bank notes outstanding 18,051,710 
To public deposits, viz. - 

Balance of 



550,550 
65,030 

38,360 



audit roll 

Life annui- 
ties unpaid 

Annuities for } 

terms of years > 
unpaid ) 

Kilted} . 49 °' 00 °. 
To private deposits, viz. 
Drawing accts. 5,683,870 
Various other 

debts 54,560 



3,198,730 



5,738,430 



To the bank of England i U55Z00 
_ for the capital - - \ 
~ rplus in S 

bank of V 2,637,760 



To balance of surplus in 
favour of the 
England 



£44,179,630 



BANK. 

Cr. 

By advances on govern- 
ment securities, viz. 

Exchequer bills on the 
growing produce of the 
consolidated fund in the 
quarter ending — 

5th April,1832. 3,428,340^ 

5th July, do. 697,000 

Exchequer bills') 7 Rnn 

onsuppliesl825J /,ouu 

Do. for ) 

10,500,000/. } 2,000 
for 1825 J 

By the advances to the 
trustees appointed by 
the Act 3 Geo. IV. c. 
51, towards the pur- 
chase of an annuity of 
585,740/. for 44 years 
from 5th April, 1823 

By other creditors, viz. 

Exchequer ") *\ 

bills pur- £2,700,000 
chased 

Stock pur 



4,134,940 



10,897,880 



chased 

City bonds 

Bills and 
notes dis- 
counted 

Loans on 
mortgages 

London 
dock com- 
pany 

Advances 



} 



764,600 
500,000 

1 2,951, 970 
1 1,452,100 



> 9,166,860 



-I 



227,500 



on security £ 570,690 
of various f v > wv 

articles J 
By cash and bullion 
By the permanent debt) 
due from government y 



5,293,150 
14,686,800 



£ 44,179,630 



Rest, or surplus brought ) « 007 ncn 

down - - - - -J ' ' 

Bank capital due to pro-) u 663 000 

pnetors - - - - > • ' 



£17,190,760 



Besides the rest, or surplus capital, the bank hold dead stock to a considerable 
exte nt, such as buildings, &c. 
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Table IV. 

A statement of the receipts and expenses for the 
year ending 29th February, 1832. 

Dr. £ 

To annual expenses, for- } 

geries, losses, and > 

sundry items - - ) 
.Stamp duty on circula- \ 

tion ----- J 
Dividend to proprietors 



428,674 

70,875 
1,164,235 



Rest 



Rest, 29th Feb. 1832 
Rest, 28th Feb. 1831 



1 ,663,784 
2,637,760 

4,301 ,544 

2,637,760 
2,612,368 



Cr. 

Profit and loss, rest - - 

By interest on loans andi 
commercial bills - - j 

Government securities \ 
held by the bank - > 

Interest of capital re- 
ceived from govern- 
ment - - - - 

Allowance received for 
the management of 
the public debt - - 

Profit on bullion, rent, 
and sundry items 



£ 
2,612,368 

248,321 
670,598 

446,502 

251,896 
| 71,859 

£ 4,301,544 



Increase £ 25,392 



The receipts of the bank for this year are thus 

classified. £ 

Interest on commercial bills ... 150,695 

Interest pn exchequer bills - 204,109 

Annuity for 45 years (the dead- weight account) - 451,415 

Interest on capital received from government - - 446,502 • 

Allowance received for management of the public debt • 251,896 

Interest on loans on mortgages ... 60,684 

Interent on stock in the public funds - - 15,075 

liter*** on private loans - - - - 56,941 
Profit on bullion, commission, rent, receipts on discounted bills 
unpaid, management of the business of the banks of Ireland, 

of Scotland, and royal bank of Scotland, and sundry items - 71,859 

£1,689,176 

in the total amount of annual expenses are in- 
tchtfled the following items : 

^Hn uftente f° r conducting the business of the funded debt - £ 164,143 
ftotinente attending the circulation of promissory notes 

iilJNMt Wlls .... 106,092 



^jlfUHnte of the hanking department, of which the pro- 
gpQjajt fn? the public accounts may be estimated at 



69,165 



IVital expense in the year ending February 29th, 1832 £ 339,400 
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The number of clerks and others employed in the 
first of these departments is 405 ; in the second, 242 ; 
and in the third, 173. The total number employed 
is as follows : 



820 Clerks and porters 
38 Printers and Engravers 
82 Clerks and porters at the branches 



211,903/. 105. 10d. 



940 



Average salary 225Z. each, 



Amount of pensions paid in the same period. 

. 193 pensioners, average, 161 /. each - - 31,243/. 18*. lid. 

The average amount of loss to the bank foroeries in the public funds during the 
last ten years is 40,204/. 



Table V. 

An account of the annual profits of the bank, ending 
the last day of February in each of the following 
years. 



Years. 


Profits. 


, Years. 


Profits. 


1779 


£740,460 


1806 


£1,674,038 


1780 


664,020 


| 1807 


1,801,038 


1781 


822,290 


i 1808 


1,481,670 


1782 


862,750 


1809 


1,156,600 


1783 


830,930 


1810 


1,486,230 


1784 


890,044 


1811 


1,428,580 


1785 


851,224 


1812 


1,502,780 


1786 


976,194 


1813 


1,494,620 


1787 


853,654 


1814 


1,765,700 


1788 


814,504 


1815 


1,857,950 


1789 


790,028 


1816 


2,172,410 


1790 


671,438 


1817 


1,316,780 


1791 


781,958 


1818 


911,480 


1792 


852,588 


1819 


362,580 


1793 


889,668 


1820 


876,630 


1794 


910,228 


1821 


1,092,780 


1795 


887,668 


1822 


1,971,880 


1796 


1,114,028 


1823 


910,980 


1797 


924,988 


1824 


880,840 


1798 


841,068 


1825 


1,124,910 


1799 


942,568 


1826 


1,330,590 


1800 


2,129,048 


1827 


1,186,280 


1801 


1,259,548 


! 1828 


917,670 


1802 


1,359,038 


1 1829 


1,209,490 


1803 


1,359,828 


1830 


930,790 


1804 


1,109,938 


. 1831 


1,215,090 


1805 


1,371,038 


1832 


1,189,640 



The table is constructed from the third column of 
the second table : that column is called by the bank 
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" the Rest." It is the balance of the profit and loss 
account. The increase of this balance, in any one 
year, shews that the bank has during that year 
realized as profit the amount of such increase, in 
addition to the amount distributed as dividends and 
bonuses to the proprietors. It will be perceived that 
for the most part the rest increased gradually every 
year. The year 1817 presents a great diminution, 
but that was in consequence of 2,910,600/. being 
taken from the surplus and added to the fixed capital. 
In the years 1801, 1802, 1804, 1805, and 1806, 
bonuses were given to the proprietors, and hence the 
" rest" was so much less on the following years. 

In the years ending February 1790 and 1791, the 
dividends were greater than the profits. Such was 
the case also in the years 1818, 1819, 1820, and 
1821, as the bank continued to pay a dividend often 
per cent, upon the increased capital of 14,553,000/. 
But in 1822, the dividend was reduced to eight per 
cent. Still the profits declined ; and in 1823, 1824, 
1825, 1828, and 1830, the dividends were paid in 
part out of the surplus capital which had accumulated 
from the profits of preceding years. 

From the above table it appears that the following 
years were remarkable for a great increase in the 
profits of the bank— 1786, 1796, 1800, 1805, 1806, 
1814, 1815, 1816, 1822. By referring to Table II. 
we shall be able to form a probable opinion as to the 
causes of this increase. 

1786. In the year ending February 1786, the profits were 
976,194/. ; being an increase of 124,970/. over that of tie preceding 
year, and 122,540/. over the following year. By referring to Table II. 
we find that between the last day of February, 1785 and 1786, the 
circulation of notes had increased from 5,923,090/. to 7,581,960/. : 
this no doubt was the main cause of the profits ; for the deposits, the 
public securities, and the private securities had all decreased ; and 
what was also unfavourable, a considerable increase had taken place 
in the stock of bullion. It seems likely that this increase of bullion 
did not occur till the latter end of the year, and the diminution of 
profits in the following years arose from keeping up this large amount 
of bullion. 
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1796. This year the profits had increased from 887,668 J. to 
1,114,028/. A great reduction had taken place in the circulation 
in the course of this year ; but this decrease had probably been 
gradual, so that there was a profit for a good part of the year on the 
large amount ; and on the other hand, there was an increase of above 
500,000/. in the private securities or discounts ; and a much larger 
decrease in the stock of bullion. The diminution in the amount of 
bullion was about the same amount as the diminution of the circula- 
tion, and was no doubt occasioned by a demand for gold upon the 
bank, in consequence of the unfavourable state of the foreign ex- 
changes. This issue of gold, while confined to the amount the 
bank had previously on hand, would not diminish their profits. The 
gold might as well be in circulation as be confined in the coffers of 
die bank. 

1800. This year the profits increased from 942,568/. to 
2,129,048/. By reference to Table II. we find there was a great 
increase in the circulation, — the public securities and the private 
securities, — and a diminution in the amount of bullion. All these 
are favourable to an increase of profits. 

1805. In this year the profits were much larger than those of the 
preceding year, having increased from 1,109,938/. to 1,371,038/. 
This arose from a great increase in the deposits, and also in the 
public securities. 

1806. The profits again increased from 1,371,038/. to 1,674,038/. 
The cause of this is not very evident. The circulation, and the 
private securities, and the amount of bullion, are about the same as 
the preceding year. A reduction of 2,000,000/. has also taken place 
in the public securities. We should imagine there would be a reduc- 
tion of profit, rather than an increase. Possibly however the public 
securities, which were parted with, were sold at a much higher price 
than they cost, and hence might arise a considerable profit. 

1814. The profits advanced from 1,494,620/. to 1,765,700/., 
arising from an increase in the circulation, an increase in the de- 
posits, and a considerable increase in the private securities. 

1815. An increase of profits, arising from an increase in the 
circulation and in the public securities. 

1816. An increase of profit, from 1,857,950/. to 2,172,410/. 
This profit seems to have risen chiefly from an increase in the private 
securities. Possibly some profit was also realized from the large 
reduction of the public securities. The profit on the increase in 
the deposits was not equivalent to the loss upon the increase of 
bullion. 

1822. Here the profits rose from 1,092,780/. to 1,971,880/., 
while every source of profit appears diminished. The circulation, 
the deposits, the public and the private securities, were all consider- 
ably less than in the preceding year : and the average stock of bul- 
lion, as appears from Table I., much increased. The only way of 
accounting for this extraordinary profit, is to suppose that it was 
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realized by the sale of public securities. They were reduced from 
16,010,990*. to 12,478,133*. 

I shall now notice those years in which there was 
a diminution of profits. 

1790. In this year, the profits were only 671,438/.; and this, 
with an increase in the circulation, the deposits, and the public secu- 
rities. But on the other hand there was a great falling off in the 
private securities, and an increase in the amount of bullion. 

1798. The profits were only 841,068*. while the preceding 
year they amounted to 924,988*., and the following year to 942,568*., 
while there was a great increase in the circulation and the deposits. 
But there was also a great increase of bullion; from 1,086,170*. 
it was raised to 5,828,940*. This year, it will be recollected, was 
the period of the Bank Restriction Act being passed, and no doubt 
the bank went to great expense in order to obtain gold. 

1804. The profits fell from 1,359,828*. to 1,109,938*, notwith- 
standing an increase in the circulation, the deposits, and the public 
securities. There was, however, a diminution in the private securities. 

1809. A fall in the profits from 1,481,670*, to 1,156,600*. ; in 
consequence, it would appear, of a fall in the deposits. 

1817. A fall of profit from 2,172,410*. to 1,316,780/. in conse- 
quence of a fall in the deposits, and an immense fall in the private 
securities. There was also an increase in the amount of bullion. 
This was the first year after the termination of the war. 

1818. In this year the profits fell still lower, being only 91 1,480*. 
There was a further fall in the deposits, and a still greater fall in the- 
private securities. And also an increase in the average stock of 
bullion as appears from Table I. 

1819. The profits this year appear to be only 362,580*. notwith- 
standing a considerable increase in the private securities, and a great 
reduction in the stock of bullion. The bank returns are not 
sufficiently minute to enable us to account for this falling off. It 
may have been occasioned by losses, expenditure on bank buildings, 
&c. but we have no data upon which to form any conjecture on the 
subject* 

1820. The profits, though still below the average, were a con- 
siderable advance on the preceding year, notwithstanding a reduction 
in the deposits, and in the private securities. It appears, however, 
by Table I. that there was a considerable reduction in the average 
stock of bullion. 

1828. The profits were reduced from 1,186,280*. to 917,670*., 
in consequence of a reduction in the private securities, and an increase 
of bullion. 

1830. An apparent fall of profits from 1,209,490*. to 930, 790 J. 
This, however, is only apparent; as a portion of the losses by 
Fauntleroy's forgeries, amounting to 250,000*. were passed to. the 
debit of the profit and loss account this year. 
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The profits of the bank are derived from the fol- 
lowing sources : — First, the interest on their capital, 
which is lent to the public at three per cent. Secondly, 
the use of the rest, or surplus capital. Thirdly, tne 
use of the capital raised by the circulation and the 
deposits. Fourthly, the allowance they receive as 
agents for transacting the business of the government. 
There is another source of profit, arising from the; 
accidental destruction of notes that are in circulation. 
The amount cannot be ascertained ; but it may be 
presumed from the following account, that the sunn 
is not inconsiderable. 



Table VI. 

An account of the amount of bank notes in. circula- 
tion, of dates beyond five, ten, fifteen, and twenty 
years respectively. 



£ 

Bank notes of 51. and upwards, and post bills outstanding, dated ) oon oon 

prior to 1st Jan. 1812 - - - - - - -* 280,380 

Ditto, dated between 1st Jan. 1812 and 1st Jan. 1817 - - 95,600 

Ditto, dated between 1st Jan. 1817 and 1st Jan. 1822 - - 149,860 

Ditto, dated between 1st Jan. 1822 and 1st Jan. 1827 - - 511,490 



Bank notes of 5/. and upwards, and post bills - - 1,037,330 



The bank are unable to state what amount of 1/. and 21. notes is out- \ <2Q7 000 
standing of the dates above specified, but the present amount is > ' 



Table VII. 



An account of all distributions made by the bank 
of England amongst the proprietors of bajik stock; 
whether by money payments, transfer of five per 
cent, annuities, or otherwise, under the heads of 
bonus, increase of dividend, and increase of capital, 
betwixt the 25th February, 1797, and 31st March, 
1832, in addition to the ordinary dividend of seven 
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pounds per cent, on the capital stock of that corpora- 
tion existing in 1797; including therein the whole 
dividend paid since June, 1816, on their increased 
capital, stating the period when such distributions 
were made .and the aggregate amount of the 
whole : 







£ 


onus in five per cents. 1797, 


{■■ 


1,101**40 


Navy five per cents, ditto 




582,120 


ditto ditto 




291,060 


Cash ditto 


• . 


562,120 


ditto ditto 




. 582,120 


ditto ditto 




582,120 



May 1801, 51. ditto 
Nov. 1802, %\U ditto 
Oct. 1804, 6/. ditto 
Oct. 1805, 5*. ditto 
Oct. 1806, 5/. ditto 
From April 1807 to Oct, f Increase of dividend at the rate of 3/. per ") ' 
1 822, both inclusive < cent, per annum, on 1 1,642,400/. is 16 > ' ' 5,380,352 

C years - - - j (..'.: 

From April 1823 to Oct. f Increase of dividend at the rate of U. per > . ;~j , <» v • 
1831, both inclusive -J cent, per annum on 11,642,4002. is 9> l,047,pl6 

In June 1816. Increase of capital at 25/. per cent, ib - - $,910,600 

From Oct 1816 to Oct f Dividend at the rate of 10A per cent.). i,;iu:;.^ 
1822, both inclusive < per annum on 2,910,600/. increased > r 1,8^ 1,890 
i ' I capital, is 6J years - - ) , t .- 

^Tom April 1823 to Oct. t Dividend at the rate of 8 per cent. perV 
' 1831, both inclusive < annum on 2,910,600/. increased capital > £,09& ; 6d£ 

C. i» 9 years - ■ •. • « • ..-:..>.,• -*.v --n 



i »/.. 



Aggregate amount of the ^yhoje. . . v 17,318,070. 

Annual dividend payable on batik stock in 1797, oh a capital of ) ftl ''i ofio 

U,642^00/. at the rate of 7 per cent, per annum •: J *}%WQ 

.'•.,■ • ■ ■ * * 

Annual dividend payable since June 1816, on a capital of 
14,553,000/. to r - ■• - «—•--« • « 

cent, per annum 



Tf 



innual dividend payable since June lb lb, on a capital ot\ 

14,553,000/. to October 1822 inclusive, at the rate of 10/. perl 1,^55,300 
cent, per annum - - * - ) 

■ V „I 

Annual dividend payable from April 1823 to 31st March 1832,) ... 

both inclusive, on a capital of 14,553,000/. at the rate of 8 pert 1,164,240 
cent, per annum - - - - ) 



cent, per annum 



■l l ; I . 



v 1898. *May 31 . A meeting of the proprietor® of 
feata* ! st<fck ^vtas :i hdd: at the bank of Eftgiand, , to 
^ceiVd.acotbihiUiication from the dcfurt of director^ 
o£; the result of the negotiation with his Majesty s 
government, : respecting ■• the renewal of the bank 
charter; v The following letter from Lord' Altfafrj^ 
the chancellor of the exchequer, was read by the 
secretary. 
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" Downing-street, May 2, 1833. 
11 Gentlemen, 

" After duly considering the conversation I have had with 
you, the substance of which I have reported to my colleagues. His 
Majesty's government have directed me to make the following 
proposals to you for the purpose of renewing the bank charter. 

" 1 . We propose to renew the charter for twenty-one years ; subject, 
however, to this condition : — that if at the end of ten years the then 
existing government should so think fit, they may give a twelve- 
month's notice to the bank that the charter shall expire at the end of 
eleven years. 

" 2. That no banking company consisting of more than six 
partners shall issue notes payable on demand within the metropolis 
or within sixty-five miles from the metropolis. Banking companies, 
however, consisting of any number of partners established at a greater 
distance from the metropolis than sixty-five miles, shall have the 
'right to draw bills.on London without restriction as to their amounts, 
and to issue notes payable in London. 

" 3. Bank of England notes shall be a legal tender, except at the! 
bank of England, or at any of its branches. 

" 4. Bills not having more than three months to run before they 
become due, shall not be subject to the usury laws. 

" 5* An account, similar to that laid before the bank committee, of 
the amount of bullion and securities in the hands of the bank, and of 
the amount of notes in circulation and of the deposits in the hands 
of the bank, shall be transmitted, as a confidential paper, weekly to 
tiie chancellor of the exchequer : these accounts shall be consolidated 
at the ehd of each quarter, and the average state of the bank accounts 
for the preceding quarter published quarterly in the Gazette. 

" A bill will also be introduced into parliament, with the view of 
regulating country banks. The provisions of this measure will b& 
such as to hold out an inducement to the establishment of joints 
stock banks who will not issue their own notes. 

" His Majesty's government desire me to call your attention to the 
advantages which these different propositions are likely to confer upon 
the bank. Their tendency must be to extend the circulation, of its 
notes, and by relieving bills at short dates from the usury laws to 
facilitate its operations. While, on the other hand, the only relax- 
ation in its exclusive privileges as they at present exist, which is 
required — is the permission given to joint-stock banks, established at 
a greater distance than sixty-five miles from the metropolis, to draw 
bills and to issue notes payable in London. His Majesty's govern- 
ment, therefore, think that they have a right to expect some consider- 
able pecuniary advantages from the bank in the management of the 
government business. They consequently propose that government 
should repay to the bank twenty-five per cent, of the debts of 

G 
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14,500,0002; how due, and that the bank should deduct from the 
payments made to them from the government for the transaction of 
the government business the annual sum of 120,0002. 

" I hope that this proposal will be satisfactory to the bank direc- 
tors, and that by making this arrangement an end may be speedily 
put to the suspense now existing 

" I have the honour to be, . . 

u Gentlemen, < '. . V , 
" Your most obedient humble Servant, 

AjtfHORP." 

" To the Governor and Deputy- ) 
Governor of the Bank of England." J 

1 After some discussion, the further consideration of 
this letter was adjourned to a future meeting. 
.- In the same evening Lord Althorp brought forward 
the subject in the house of commons. Besides the 
measures that were connected with the bank of 
England, he announced the measures for regulating 
country banks. These were, — 

1 . That government should have the power of 
granting charters to joint-stock banks issuing notes 
beyond sixty-five miles from London, and to joint- 
stock banks within the sixty-five miles, provided they 
issued only the notes of the bank of England. 

2. That the joint-stock banks which issued notes 
should be required to pay up one half of their capital, 
and all the shareholders be answerable individually 
to the full extent of their property. 

3. That the joint-stock banks which did not issue 
their own notes, should be required to pay up Only 
one fourth of their capital, and the shareholders l>e 
responsible only to the amounts of their shares. 

4. That the government when granting the 
fcharter should have the power to decide whether 
the amount of capital subscribed was a sufficient 
amount for the place in which the bank was situated. 

5. That each private bank should be required 
to send a statement of its accounts to the government 
in London, as a strictly confidential paper, which was 
not to be published in a separate form, but the 
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ints being' added together, the total result should 
be given to the publie periodically. 

6. That to enable the government to know the 
total amount of notes in circulation, each private 
bank, as well as each joint-stock bank, should be 
compelled to compound for the stamp duties. 

The bank of England proprietors agreed, at a 
subsequent meeting, to the measures which had a 
reference to them. But the country bankers expressed 
great dissatisfaction ; and on the the 12th of June, 
they presented a memorial to Earl Grey, the first lord 
of the treasury, and to Lord Althorp, the chancellor 
of the exchequer, upon the subject. In consequence 
of the opposition of the country bankers, Lord 
Althorp postponed his measures for the regulation of 
the private and joint-stock banks, and carried forward 
his plan for the renewal of the charter of the bank of 
England. The following bill was ultimately passed 
into a law : 

An Act for giving to the corporation of the governor 
and company of the bank of England certain privi- 
leges, for a limited period, under certain conditions. 
August 29, 1833. 

" Whereas an Act was passed in the 39th and 40th years of the 
reign of his Majesty King George III., entitled an Act for establish- 
ing an agreement with the governor and company of the hank of 
England, for advancing the sum of 3,000,000/. towards the Bupply 
for the service of the year 1800 ; and whereas it was by the said 

£:ited Act declared and enacted, that the said governor and company 
ould he and continue a corporation, with such powers, authorities, 
emoluments, profits, and advantages, and such privileges of exclusive 
banking as are in the said recited Act specified, subject nevertheless 
to the powers aod conditions of redumption, and on the terms in the 
said Act mentioned ; and whereas an Act passed in the 7th year of 
the reign of his late Majesty King George IV., entitled an Act for 
the better regulating co-partnerships of certain bankers in England, 
and for amending so much of an Act of the 39th and 40th years of 
the reign uf his late Majesty King George III., intituled an Act for 
establishing an agreement with the governor and company of the 
bank of England for advancing the sum of 3,000,OOOZ. towards the 
•apply for the service of the year 1800, as relates to the same: and 
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whereas it is expedient that certain privileges of exclusive banking* 
should be continued to the said governor and company for a further 
limited period, upon certain conditions; and whereas the said 
governor and company of the bank of England are willing to deduct 
and allow to the public, from the sums now payable to the said 
governor and company for the charges of management of the public 
unredeemed debt, the annual sum hereinafter mentioned, and for the, 
period in this Act specified, provided the privilege of exclusive 
banking specified in this Act is continued to the said governor and 
company for the period specified in this Act," 

Bank of England to enjoy an exclusive privilege 
of banking upon certain conditions : — 

" May it therefore please your majesty, that it may be enacted, 
and be it enacted by the king's most excellent majesty, by and with 
the advice and consent of the lords spiritual and temporal, and 
commons, in this present parliament assembled, and by the authority 
of the same, that the said governor and company of the bank of 
England, shall have and enjoy such exclusive privilege of banking as 
is given by this Act, as a body corporate, for the period and upon 
the terms and conditions hereinafter mentioned, and subject to 
termination of such exclusive privilege at the time and in the manner 
in this Act specified. 

During such privilege, no banking company of 
more than six persons to issue notes payable on 
demand, within London or sixty-five miles thereof : — 

" And be it further enacted, that during the continuance of the 
said privilege, no body politic or corporate, and no society or com- 
pany, or persons united or to be united in covenants or partnerships, 
exceeding six persons, shall make or issue in London, or within 
sixty-five miles thereof, any bill of exchange or promissory note, or 
engagement for the payment of money on demand, or upon which 
any person holding the same may obtain payment on demand, pro- 
vided always, that nothing herein or in the said recited Act of the 
7th year of the reign of his late Majesty King George IV. contained 
shall be construed to prevent any body politic or corporate, or any 
.society or company, or incorporated company or corporation, or co- 
partnership, carrying on and transacting banking business at any 
greater distance than sixty-five miles from London, and not having 
any house of business or establishment as bankers in London, or 
within sixty-five miles thereof (except as hereinafter mentioned) to 
make and issue their bills and notes, payable on demand or other- 
wise, at the place at wnich the same shall be issued, being more than 
sixty-five miles from London, and also in London, and to have an 
agent or agents in London, or at any other place at which such bilk 
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or notefc shall be made payable for the purpose of payment only, but 
no such bill or note shall be for any sum less than 52., or be re*- 
issued in London, or within sixty-five miles thereof." 

Any company or partnership may carry on the 
business of banking in London, or within sixty-five 
miles thereof, upon the terms herein mentioned : 

- " 3." And whereas the intention of this Act is, that the governor 
and company of the bank of England should, during the period 
stated in this Act (subject, nevertheless, to such redemption as is 
described in this Act), continue to hold and enjoy all the exclusive 
privileges of banking given by the said recited Act of the 89th and 
c40th years of the reign of his Majesty King George III. aforesaid, 
as regulated by the said recited Act of the 7th year of his late 
tMajesty King George IV., or any prior or subsequent Act or Acts of 
parliament, but no other or further exclusive privilege of banking : 
and whereas doubts have arisen as to the construction of the said 
Acts, and as to the extent of such exclusive privilege ; and it is 
expedient that all such doubts should be removed, be it therefore 
declared and enacted, that any body politic or corporate, or society, or 
company, or partnership, although consisting of more than six persons, 
may carry on the trade or business of banking in London, or within 
sixty-five miles thereof, provided that such body politic or corporate, or 
society, or company, or partnership, do not borrow, owe, or1ake>up in 
JEngland, any sum or sums of money on their bills or notes payable on 
demand, or at any less time than six months from the borrowing thereof, 
during the continuance of the privileges granted by this Act to the said 
governor and company of the bank of England." 

All notes of the bank of England payable on 
demand, which shall be issued out of London, shall 
be payable at the place where issued, &c. : 

"4. Provided always, and be it further enacted, that from and 
after the 1st day of August, 1834, all promissory notes payable on 
demand of the governor and company of the bank of England, 
which shall be issued at any place in that part of the united king- 
dom called England, out of London, where the trade and business of 
banking shall be carried on for and on behalf of the said governor 
and company of the bank of England, shall be made payable at the 
place where such promissory notes shall be issued ; and it shall not 
be lawful for the said governor and company, or any committee, 
agent, cashier, officer, or servant of the said governor and company, 
to issue, at any such place out of London, any promissory note pay- 
able on demand which shall not be made payable at the place where 
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the same shall be issued, any thing in the said recited Act of the 
seventh year aforesaid, to the contrary notwithstanding." 

Exclusive privileges hereby given, to end upon one 
year's notice, given ' at the end of ten years after 
August, 1834 ; and what shall be deemed sufficient 
notice : 

" 5. And he it farther enacted, that upon one year's notice given 
within six months after the expiration of ten years from the 1st day 
of August, 1834, and upon repayment by parliament to the said 
governor and company, or their successors, of all principal money, 
interest, or annuities, which may he due from the public to the said 
governor and company at the time of the expiration of such notice, 
in like manner as is hereinafter stipulated and provided, in the event 
of such notice being deferred until after the 1st day of August, 1855, 
the said exclusive privileges of banking granted by this Act shall 
cease and determine at the expiration of such years' notice ; and any 
vote or resolution of the house of commons, signified by the speaker 
of the said house in writing, and delivered at the public office of the 
said governor and company, or their successors, shall be deemed and 
adjudged to be a sufficient notice/' 

Bank notes to be a legal tender, except at the 
bank and branch banks ; 

" 6, And be it further enacted, that from and after the 1st day of 
August, 1834, unless and until parliament shall otherwise direct, a 
tender of a note or notes of the governor and company of the bank 
of England, expressed to be payable to bearer on demand, shall be 
a legal tender, to the amount expressed in such note or notes, and 
shall be taken to be valid as a tender to such amount for all sums 
above 51. on all occasions on which any tender of money may be 
legally made, so long as the bank of England shall continue to pay 
on demand their said notes in legal coin : provided always, that no 
such note or notes shall be deemed a legal tender of payment by the 
governor and company of the bank of England, or any branch bank 
of the said governor and company ; but the said governor and com- 
pany are not to become liable or be required to pay and satisfy, at 
any branch bank of the said governor and company, any note or 
notes, of the said governor and company not made specially payable 
at such branch bank ; but the said governor and company shall be 
liable to pay and satisfy at the bank of England in London all notes 
of the said governor and company, or of any branch thereof." 

Bills not having more than three months to run* 
not to be subject to usury laws : 
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" 7. And be it further enacted, that no bill of exchange or pro- 
missory note made payable at or within three months after the date 
thereof, or not having more than three months to run, shall, by 
reason of any interest taken thereon or secured thereby, or any 
agreement to pay, or receive, or allow interest in discounting, nego- 
tiating, or transferring the same, be void, nor shall the liability of 
any party to any bill of exchange or promissory note be affected by 
reason of any statute or law in force for the prevention of usury, 
nor shall any person or persons drawing, accepting, indorsing, or 
signing any such bill or note, or lending or advancing any money, 
.or taking more than the present rate of legal interest in Great 
Britain and Ireland respectively for the loan of money on any such 
bill or note, be subject to any penalties under any statute or law 
relating to usury, or any other penalty or forfeiture; anything in 
any law or statute relating to usury in any part of the United 
Kingdom to the contrary notwithstanding." 

Accounts of bullion, &c. and of notes in circulation 
to be sent weekly to the chancellor of the exchequer, 
&c. : — 

" 8. And be it further enacted, that an account of the amount 
.of bullion and securities in the bank of England belonging to the 
said governor and company, and of notes in circulation, and of deposits 
in the said bank, shall be transmitted weekly to the chancellor of the 
exchequer for the time being, and such accounts shall be consolidated 
at the end of every month, and an average state of the bank accounts 
of the preceding three months, made from such consolidated accounts 
as aforesaid, shall be published every month in the next succeeding 
London Gazette." 

Public to pay the bank one-fourth part of the debt 
ofl4,686,800Z. 

" 9. And be it further enacted, that one-fourth part of the debt 
of 14,686,800Z. now due from the public to the governor and 
company of the bank of England, shall and may be repaid to the 
said governor and company/ 7 

Capital stock of the bank may be reduced :— - 

" 10. And be it further enacted, that a general court of proprie- 
tors of the said governor and company of the bank of England shall 
be held at some time between the passing of this Act and the 5th day 
of October, 1834, to determine upon the propriety of dividing and 
appropriating the sum of 3,638,250/., out of or by means of the 
sum to be repaid to the said governor and company as hereinbefore 
mentioned, or out of or by means of the fund to be provided for that 
purpose, amongst the several persons, bodies politic or corporate, who 
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jnay be proprietors of the capital stock of the said governor and company 
on the said 5th day of October, 1884, and upon the manner and. the 
time for making such division and appropriation, not inconsistent 
with the provisions for that purpose herein contained ; and in case 
such general court, or any adjourned general court, shall determine 
that it will be proper to make such division, then, but not otherwise, 
the capital stock of the said governor and company shall be, and the 
same is hereby declared to be reduced from the sum of 14,553,<)Q<)Z., 
of which the same now consists, to the sum of 10,914,7502., making 
a reduction or difference of 3,638,250/. capital stock, and such 
reduction shall take place from and after the said 5th day of October, 
1834 ; and thereupon out of or by means of the sum to be repaid to 
the said governor and company as hereinbefore mentioned, or out of 
or by means of the fund to be provided for that purpose, the sum of 
3,638,250/. sterling, or such proportion of the said fund as shall 
represent the same, shall be appropriated and divided amongst the 
several persons, bodies politic or corporate, who may be proprietors 
of the said sum of 14,553,000/. bank stock on the said 5 th dty of 
October, 1834, at the rate of 25/. sterling for every 1Q0A of bank 
stock which such persons, bodies politic and corporate, may then "be 
proprietors o£ or shall have standing in their respective names in the 
books kept by the said governor and company for the entry and 
transfer of such stock, and so in proportion for a greater or lesser 

' it 

sum. 

Governor, deputy-governor, or directors, not to be 
disqualified by reduction of their share of the capital 
stock : 

" 11. Provided always, and be it enacted, that the reduction of 
the share of each proprietor of and in the capital stock of the said 
governor and company of the bank of England, by the repayment of 
such one-fourth part thereof, shall not disqualify the present gover- 
nor, deputy-governor, or directors, or any or either of them, or any 
governor, deputy-governor, or director who may be chosen in the 
room of the present governor, deputy-governor, or directors at any 
time before the general court of the said governor and company, to 
be held between the 25th day of March and the 25th day t)f April, 
1835 : provided that at the said general court, and from and after 
the same, no governor, deputy-governor, or director of the said 
corporation shall be capable of being chosen such governor, deputy- 
governor, or director, or shall continue in his or their respective 
offices, unless he or they respectively shall at the time of such choice 
have, and during such his respective office continue to have* in his 
and their respective name, in his and their own right, and for his and 
their own use, the respective sums or shares of and in the capital 
stock of the *aid corporation in and by the charter of the said 
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.^governor and company prescribed ad the qualification of governor, 
■deputy-governor, and directors respectively." 

Proprietors not to be disqualified : 

u 12. Provided also, and be it enacted, that no proprietor shall 
1>e disqualified from attending and voting at any general court of the 
said governor and company, to be held between the said 5th day of 
October, 1834, and the 25th day of April, 1835, in consequence of 
the share of such proprietor of and in the capital stock of the said 
governor and company having been reduced by such repayment as 
aforesaid below the sum of 500£. of and in the said capital stock ; 
jprovided such proprietor had in his own name the full sum of 500?. 
* of and in the said capital stock on the said 5th day of October, 1834; 
nor shall any proprietor be required, between the said 5th day of 
October, 1834, and the 25th day of April, 1835, to take the oath of 
qualification in the said charter." 

' Bank to deduct the annual sum of 120,000/. from 
Itixm allowed for management of national debt : 

: "13. And be it further enacted, that from and after the said 1st 
day of August, 1834, the said governor and company, in considera- 
tion of the privileges of exclusive banking given by this Act, shall, 
during the continuance of such privileges, but no longer, deduct from 
the sums now payable to the said governor and company, for the 
Charges of management of the public unredeemed debt, tie annual 
sum of 120,000/., any thing in any act or acts of parliament or 
agreement to the contrary notwithstanding: provided always that 
such deduction shall in no respect prejudice or affect the right of the 
said governor and company to be paid for the management of the 
public debt, at the rate and according to the terms provided in an 
Act passed in the 48th year of his late Majesty King George III., 
intituled * An Act to authorise the advancing for the public service, 
upon certain conditions, a proportion of the balance remaining in 
the bank of England, for payment of unclaimed dividends, annuities, 
and lottery prizes, and for regulating the allowances to be made for 
the management of the national debt.' " 

Provisions of Act 39 and 40 Geo. III. to remain in 
force, except as altered by this Act. 

"14. And be it further enacted, that all the powers, authorities, 
franchises, privileges, and advantages given or recognized by the 
said recited Act of the 39th and 40th years aforesaid, as belonging 
to or enjoyed by the governor and company of the bank of England, 
or by any subsequent act or acts of parliament, shall be and the 
fame are hereby declared to be in full force and continued by this 
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Act, except so far as the same are altered by this Act, subject never- 
theless to such redemption upon the terms and conditions following ; 
(that is to say), that at any time, upon twelve months' notice, to be 
given after the 1st day of August, 1855, and upon re-payment by 
parliament to the said governor and company, or their successors, of 
the sum of 11,015,100/., being the debt which will remain due from 
the public to the said governor and company after the payment of 
the one-fourth of the debt of 14,686,800/. as hereinbefore provided, 
without any deduction, discount, or abatement whatsoever, and upon 
payment to the said governor and company and their successors of 
all arrears of the sum of 100,000/. per annum, in the said Act of the 
39th and 40th years aforesaid mentioned, together with the interest 
or annuities payable upon the said debt or in respect thereof, and 
also upon re-payment of all the principal and interest which shall be 
owing unto the said governor and company and their successors, upon 
all such tallies, exchequer orders, exchequer bills, or parliamentary 
funds which the said governor and company or their successors shall 
have remaining in their hands, or be entitled to at the time of such 
notice to be given as last aforesaid, then and in such case, and not 
till then (unless under the proviso hereinbefore contained), the said 
exclusive privileges of banking granting by this Act shall cease and 
determine at the expiration of such notice of twelve months." 

Act may be amended this session : 

" 15. And be it further enacted, that this Act may be altered, 
amended, or repealed by any Act to be passed in this session of 
parliament" 

* 

1834. The following are the names of the direc- 
tors and principal officers of the bank of England for 
the present year : 

Richard Mee Raikes, Esq. Governor. 
James Pattison, Esq. Deputy-governor. 

John Bowden, Esq. Sheffield Neave, Esq. 

John Cockerell, Esq. John Horsley Palmer, Esq. 
Timothy Abraham Curtis, Esq. John Henry Pelly, Esq. 

Samuel Drewe, Esq. Charles Pole, Esq. 

George Dorrien, Esq. Henry Porcher, Esq. 

Charles P. Grenfill, Esq. Sir John Rae Reid, Knt. 

Abel Lewes Gower, Esq. John Baker Richards, Esq. 

John Oliver Hanson, Esq. Wm, Thompson, Esq. and Aid. 

John Benjamin Heath, Esq. Samuel Thornton, Esq. 

Samuel Hibberts, Esq. Stephen Edward Thornton, Esq; 

William Mellish, Esq* Money Wigram, Eiq. 

Rowland Mitchell, Esq- Melvil Wilson, IJsq. 
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John Knight, Secretary. 
John Watts, Deputy Secretary. 
John Bentley, Assistant. 
Thomas Rippon, Chief Cashier. 
Matthew Marshall, First Assistant. 
Thomas Bros, Second Assistant. 
William Smee, Chief Accountant. 
George Earle Gr.iy, Deputy do. 
J. P. Noble, Assistant. 

The government of the bank rests entirely with 
the court of directors, who may, if they please, 
change the whole system of management. The only 
check upon their proceedings consists in the publicity 
of their measures, the half-yearly meetings of their 
proprietors, and the communications between the 
court and the government. The directors are started 
by the proprietors of bank stock, at a general meet- 
ing. Eight directors go out and eight come in every 
year. The eight that come in are commended by the 
whole court, that is, a " house list" is sanctioned by 
the court; and though the proprietors are not re- 
quired to vote for the names included in the list, yet 
these persons have always been elected. The quali- 
fication for governor is 4000/. bank-stock, deputy- 
governor 3000/., director 2000?. The directors are 
not usually large holders of bank-stock : none of them 
hold more than the qualification. The governor and 
deputy-governor are appointed by the directors, and 
usually continue in office for a year. The senior 
directors of the bank, who have passed the chair, 
form a select committee : to these are added, the 
director immediately succeeding by rotation to the 
deputy chair. The governor and the select com- 
mittee have the management of the bank in the 
intervals between the sittings of the court, but nothing 
of consequence is done without the knowledge and 
concurrence of the court of directors. 

KAt the weekly meeting of the court of directors 
ere is a statement read of the actual position of the 
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bank in every department, of its securities, of its 
bullion,, and of its liabilities. There is a committee of 
treasury, who may suggest any measure they think fit 
for the consideration of the court. The daily trans- 
actions of the bank are conducted by a committee of 
three, assisted by the governor or deputy-governor : 
no responsible action is taken by the committee with- 
out reference to the governor. All bills presented 
for discount are presented before that daily com- 
mittee, and they determine upon the bills to bfc 
discounted. There is also a Wednesdays' committee 
for London notes, which consists of nine or ten 
directors : all London notes pass before that com- 
mittee on Wednesday* The bullion is purchased by 
the governor, who considers that he has no power to 
refuse the issue of notes for gold bullion brought to 
him at the bank. The purchasing price of gold has 
been fixed, for the last three years, at 3/. 17s. 9d. per 
ounce. The price of silver is regulated by the cburse 
<>f the foreign exchanges. 



SECTION IV. 

THE LONDON BANKERS. 

•After the establishment of the bank of England, the 
goldsmiths or "new fashioned bankers" continued 
their business in the same manner as before. In the 
year 1705 they obtained greater facilities, from an 
alteration in the laws respecting promissory notes. 
It had been held that promissory notes, whether 
issued by bankers or others, could not be legally 
transferred to a third party, and that no action at 
law could be sustained against the issuer, unless 
brought by the person to whom the note was originally 
granted. But, by 3 and 4 Ann. IX. ch. 9> all doubts 
were removed; and it was enacted, that after iihe 
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1st of May, 1705, all notes in writing made and signed 
by any person or persons, bodies politic or corpo- 
rate, or by the servant or agent of any corporation, 
banker, goldsmith, merchant, or trader, who is usually 
entrusted to sign such promissory notes, shall be 
assignable or endorsable over, in the same manner 
aa inland bills of exchange. 

In the year 1714, the legal interest of money was 
reduced from six to five per cent. The reduction of 
the rate of interest was probably the effect of the 
abundance of money produced by the issue of bank 
of England notes, and the increase of deposits with 
the private bankers. The various small sums of money 
which had remained idle in the hands of individuals 
were collected into large deposits in the hands of the 
bankers. Hence the supply of capital was increased, 
and the rate of interest consequently fell. 

About the year 1775, the London bankers who 
lived in the city, established what is called " the 
clearing house," for the purpose of facilitating their 
exchanges with each other. By this means each 
banker is enabled to pay the cheques drawn upon 
himself by the cheques he holds upon other bankers. 
And hence he is not under the necessity of keeping 
so large an amount of money unemployed in his 
till.* 

The London banks have long ceased to be banks of 
circulation: they are now banks of deposit, bnnks 
of discount, and banks of agency to counti;y bankers. 

The oldest banking houses in London, are Messrs. 
Child & Co. of Temple Bar: Messrs. Hoares, of Fleet 
Street ; and Messrs. Snow & Co. of the Strand ; these 
were established previous to the bank of England. 
The others are comparatively of recent date, and 



* Toy a full account of the operation of clearing, and of the London 
bankers' system of book-keeping, see my " Practical Treatise on 
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their number has been considerably diminished 
within the last twenty years. In the year 1810 the 
number of banking houses who settled their accounts 
with each other at the clearing-house was forty ^six, 
the present number is only thirty. 



SECTION V. 

COUNTRY BANKS. 

We have no authentic details of the rise and pro- 
gress of country banking. It is generally understood 
that very few country banks existed previous to the 
American war ; that they rapidly increased after the 
termination of that war ; thai they received a severe 
check in the year 1793, when twenty-two became 
bankrupt ; and that they increased with wonderful 
rapidity after the passing of the Bank Restriction 
Act. Since the year 1808 every bank that issues 
notes has been compelled to take out an annual 
license 4 But the number of licenses does not cor- 
respond exactly with the number of country banks. 
In the first place, banks that do not issue notes do not 
take out a license ; and secondly, a bank that issues 
notes in several places, must take out a license for 
each place ; and, instances are said to have occurred 
of persons taking out a license to issue notes, and not 
carrying on any other branch of banking. Banks 
too, that carry on business at more than four places 
are required to take out only four licenses ; ail the 
places beyond four being included in the fourth 
license. »• ■ 
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Table I. 

An account of the number of licenses issued to 
country bankers, and the number of commissions of 
bankruptcy issued against country banks, in each of 
the following years : — 



Years Licenses Bankrpts. 


Years Licenses Bankrpts. 


Years Licenses Bankrpts 


1809 702 


4 


1817 


752 


3 


1825 


797 37 


1810 782 


20 


1818 


765 


3 


1826 


809 43 


1811 789 


4 


1819 


787 


13 


1827 


668 8 


1812 825 


17 


1820 


769 


4 


1828 


672 3 


1813 922 


8 


1821 


781 


10 


1829 


677 3 


1814 940 


27 


1822 


776 


9 


1830 


671 14 


1815 316 


25 


1823 


779 


9 


1831 


641 — 


1816 831 


37 


1824 


788 


10 


1832 


636 — 



According to the Post-office Directory for 1834, the 
number of private country banks, and branches of 
private banks in England and Wales is 638 ; and the 
number of joint-stock banks and their branches is 
106. . 

The country banks are banks of deposits, banks of 
discount, and banks of remittance ; most of them are 
also banks of circulation. 

As banks of deposit, they allow interest upon 
deposits ; as banks of discount, they discount for 
parties who do not keep with them a current account ; 
as banks of remittance, they conduct their business 
through the agency of the London bankers ; they 
also receive through the London agents the dividends 
on the public funds, on account of the stockholders 
in the neighbourhood. The holders of stock grant 
in the first instance to the London banker a power of 
attorney to receive the dividends, which when re- 
ceived, are placed to the credit of the country banker, 
by whom they are paid to the holders. This facility 
of receiving dividends in all parts of the country, has, 
no doubt, induced many persons to become holders 
of government securities, and thus the country banks 
have assisted in supporting public credit. 

The country banker pays his London agent either 
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by a balance, by a commission, or by an annual fired 
amount. In the case of a balance, the country banker 
agrees to keep in the hands of the London banker a 
certain sum, for which he is to receive no interest. 
The amount of this deposit varies, according to the 
extent of the business. If the country banker keeps 
less than the stipulated amount, he is charged interest 
for the deficiency, as upon an overdrawn account. 
If he keeps more than this amount, he is usually 
allowed interest at a rate per cent, which is agreed 
upon by the parties. In the case of a commission, 
the country banker pays at the end of each year a 
certain rate of commission on the transactions of the 
year; the charge is made upon the amount of the 
debit side of hia account. Some country bankers,' 
instead of a commission, prefer paying a fixed sum' 
per annum. In this case the charge does not vary; 
with the amount of transactions as in the case of 
commission, but whether the transactions be great or 
small the payment remains the same. 



Table II. 
An account of the number of country bank notes, of 
all denominations, stamped in each year, from 1820 
to J 831, both inclusive : 
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1820 
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ii.m 
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49,280 


7,250 





71 


1060 


1821 


■2.-2U.IUJ 


ao.iso 
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10,7-M 


50 


417 


1600 


1822 


I.M-w.'t.',ll 


11,700 
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l3.7-i(> 


100 


SOS 


10WI 


1823 
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25,110 
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9,573 


199 


892 


1.192 


1824 
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•21,500 
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2±ls!i 


14 


528 


1861 


1825 
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39,511 
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12 


361 


1845 


1826 
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— 
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of banking; 97 

'. The notes of a less value than 5/. stamped in 
Great Britain since the 3d of February 1826, are 
applicable to Scotland only. The above account does 
not. include the notes stamped in Ireland. 



i*' 



*• '\ 



Table HI. 



j An Recount of the sums received for stamp duties, 
$A& as a composition of the duty upon country bank 
AbWs, in the years 1816 to 1832. 



Stamp Duties. Composition. Stamp Duties. Composition, 

"tears. £ s. d. Years. £ s. d. £ s. d. 

1816 83,218 11 

\B17 139,632 2 9 

I0I8 148,314 2 2 



1824 93,277 1 11 

1825 114,916 1 6 

1826 13,103 4 6 - 

1827 21,222 3 

1828 30,443 8 6 297 3 

1829 26,602 12 6 1,966 6 11 

1830 21,740 11 3 3,328 3 5 

1831 23,600 11 9 2,414 14 4 



1819 62,3*9 8 7 

1820 53,656 15 5 
mi 66M\ 3 7 
lp£* 6*J62 6 
1P£3 65.054 15 2 

rHeory Burgess, Esq., the secretary of the country 
bankers committee, delivered to the parliamentary 
committee of 1832, returns of the issues of 122 coun- 
try bankers in England and Wales from the year 
1818 to the year 1825, taken in the month of July 
£p each year. The amount of issue in 1818 was 
represented by the number 100, and proportionate 
nuiribefs were employed to represent the issues of the 
subsequent years. The following is the result of the 
^hdlp : 

[ Numbers 

' representing 
proportionate 
, ; issue difference. 

1818 | 12,200 — £ s. d. 

4&H& ^ 11,991 209 being 1 15 percent, decrease from 1818. 

|82» ; H,487 709 b 16 10J do. do. 

18JH ; 11*362 848 6 19 do. do. 

1822 ' 10,778 1422 II 13 \\ do. do. 

1823 ; 10,748 1452 11 18 Oj do. do. 

1824 11,640 560 4 11 9 do. do. 

1825 : . 12,478 278 — - 2 5 6} per cent increase ot er 1818 

The circulation of country bank notes appears to 
hate been the lo West in the year 1823, and the highest 

H 
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in the year 1825, the increase from the lowest to the 
highest is 16Z. 1*. 1 %d. per cent. 

By 3 and 4 William IV. c. 83, passed m 1833, 
banks issuing promissory notes are required to make 
returns to the stamp-office of the average amount of 
notes in circulation in the quarters ending the first 
day of January, April, July, and October in each 
year. The quarterly average is to be formed from 
the amount in circulation at the end of each week. 

In the memorial presented by the committee of 
country bankers to Earl Grey and Lord Althorp, June 
12, 1833, they make the following observations upon 
the circulation of the country banks : — 

" Your memorialists are prepared to prove that the issues of 
country bankers have less tendency to promote fluctuations in the 
country than those of the bank of England ; and that their effect 
in throwing the exchanges against the country is comparatively 
insignificant. The slightest attention to facts would indicate the 
truth of these positions. It has been established by parliamentary 
evidence that the issues of country bankers fluctuated much less 
between the years 18l7and 1826 than those of the bank of England * 
and it is indisputable that adverse exchanges, which endanger the 
bank, always succeed great importations of foreign produce, and that 
they never can be occasioned by large exportation* of domestic 
productions. Now it is notorious that the circulation of country 
bankers acts almost exclusively in promoting these productions : anil 
that, when it is in an extended state, the direct and proper influence 
even of an alleged excess of that circulation, would be to provide the 
means of paying for the importations of foreign produce without 
causing so great an export of gold as to derange and endanger the 
monetary system of the country. This is looking at the separate 
and distinctive character of the issues of country bankers ; if regarded 
as a part of a whole, any excess in which must bear its relative 
proportion of effect in producing derangement, that proportion can 
never exceed one-tenth ; because, assuming that all paper currency 
has an equal bearing upon depreciation and appreciation, the issoes 
of country bankers never amounted to one-tenth part of that which 
is used for effecting the interchanges of commodities and property in 
the country. All experience shews that great fluctuations have 
originated in the speculations of influential merchants, and never 
originated in the channels to which the issues of country bankers are 
confined; their source is in great mercantile cities, and they are 
promoted by the issues of the bank of England. That this is the 
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invariable course which fluctuations resulting in exeess ami derange- 
ment take, is proved by the evidence of Mr. Ward and others, before 
the bank charter committee, and is fully explained by the speeches 
of the king's ministers in the year 1826. The debts of a few specu- 
lative merchants who failed in a single year in the town of Liverpool, 
where country bankers' notes never circulated, amounted to between 
seven and eight millions sterling, and their lulls were either lodged 
in the bank of England for loans, or were current in all parts of the 
country, stimulating circulation and promoting excess. 

" Then,with regard to the alleged tendency of many sources of issue 
to promote fluctuation — the rivalry of numerous banks of issue was 
set up by the government of 1826 as a principle which ensures soli- 
dity and equability to the circulation, * from the constant exchange 
of notes between the different banks, by which they become checks 
upon each other, and by which any over-issue is subject to immediate 
observation and detection.' That was the report of the lords' com- 
mittee, after full and complete investigation. The government of 
1833 k proceeding with a measure founded on the principle that 
rival banks of issue promote fluctuation ; this, however, is before 
investigation. Deposits and cash credits were declared by the 
witnesses from Scotland to be absolutely dependent on local bank 
issues, and the government of 1826 admitted the validity of the plea ; 
the government of 1833 concludes that the system of deposits and 
cash credits may be maintained in England without local issues, but 
this conclusion is adopted without any inquiry into the case* It 
would be fruitless to dwell on this contradictory conduct in two 
administrations professing to be guided, in dealing with the currency* 
by the same poliey. Admitting, that by one source of issue, the 
actual amount of notes payable on demand might be kept more equal 
than by many, it does not follow that their distribution would not be 
infinitely more unequal — every man possessed of practical inform- 
ation who understands the subject knows that by giving the exclusive 
circulation of notes to the bank of England abundance will be 
created in the money market, and in the great commercial emporiums 
— raising the price of public securities, and stimulating the produce 
markets — while unexampled scarcity will be the consequence in the 
country, producing embarrassment and discontent among the culti- 
vators of the soil and all who are dependent upon them. Therefore 
the real practical point to be determined concerning the tendency of 
different issues is, whether 2,000,0002*, or any giveu sum, laid out 
in purchasing French rentes in Paris, and indigo in Calcutta, or in 
replenishing with stock the exhausted corn and pasture fields of 
England, have the most effect in drawing gold out of the country. 
It is hardly possible to imagine any measure of greater danger than 
the projected plan of government. The present bank directors may 
be men of unimpeachable integrity ; but others less scrupulous may 
succeed them ; and it is within the range of possibility for a man of 

H2 
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influence who had obtained a seat at their board, to make a specula- 
tion by purchasing indigo in Calcutta, and then proceed to stimulate 
the market for that commodity in London, just before the sale at the 
East India house, by discounting the bills of favoured connexions r 
then, at nearly the same period, he might cause instructions to be 
given to the manager of the branch bank in Manchester to contract 
the customary and stipulated discounts ; which would have the effect 
of depressing the market for cotton twist and piece goods, which are 
the principal commodities transmitted to India in exchange for the 
produce of that country. By this double operation the produce of 
a director' 8 capital employed in Hindostan might be temporarily 
raised in price in the London market, and the produce of English 
capital and labour sunk to favour the interests of one bank director 
or of several. The same result might be produced by the importer 
of Baltic produce : indeed, the importation of corn in 1831 probably 
created that state of things which suggested to the government the 
plan of suppressing all local issues as the remedy for an alleged evil 
in the country bank system. It is hardly necessary to disclaim all 
personal imputation in this illustration. The chancellor of the 
exchequer has taken the self-interest of country bankers to be an 
element of so much danger, from its tendency to induce them to 
extend their issues, as to adopt it as a principle in framing a legisla- 
tive measure of the most hazardous character. Is the danger of the 
operation of the same principle to be disregarded when it might be 
exercised, not in a manner where it would be open to " immediate 
operation and correction," but in secret, where it could not be detected 
and challenged ? The history of national banks proves that their 
funds may be applied by their directors to far more daring private 
speculations than is described by this suppositious case. 

"If all bankers should be compelled to supply their cus- 
tomers with the notes of the bank of England, a charge of 
seven per cent, for the interest of loans to graziers, fanners, and 
dealers in agricultural produce, would not remunerate the country 
bankers so well as four or five per cent, does now upon the 
present system. The contemplated change in the usury laws, 
which if intended to afford to your memorialists some advantage 
for that which it is intended to deprive them, would give them some 
satisfactory compensation, because its tendency is to disorder 
or change that system upon which loans are made by country 
bankers with promptitude, facility, and comparative uniformity and 
cheapness ; the distinctive characteristics of their business are regu- 
larity and the absence of extortionary charges. — In the event of the 
subversion of that system it would be impossible for a great corpora- 
tion, forming rules of conduct in London, and thence directing their 
application, to appoint agents competent to conduct the pecuniary 
affairs of the productive portion of the community. Those affairs^ 
at far as banks are concerned with them, always demand peculiar 
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local knowledge, and are in a great measure based on the confidential 
intercourse of fellowship and neighbourhood ; they frequently require 
personal knowledge of the circumstances and character of individuals, 
and the closest sympathy with feelings arising from family difficulties, 
or family expectations and prospects. The governing principles, 
therefore, for conducting those important pecuniary affairs are totally 
incompatible with any that can govern the conduct of a hired agent 
in attempting to conduct the same. From these premises it results 
that the free application of labour to land would be prevented, the 
cost of cultivation enhanced, markets and the sale of produce impeded, 
and the pursuits of agriculture deeply injured. 

" Then with respect to miners and manufacturers, any system 
which would bring them into immediate contact with the operation 
of the bank for regulating the foreign exchanges, without that pro- 
tection and defence from those convulsive changes which the local 
circulations afford, would be a system pregnant with indescribable 
hazard. Many of the bank directors are connected by friendship or 
commercial dealings with the great speculators in London and the 
^populous towns, whose transactions mainly cause excess of circula- 
tion and an adverse state of the exchanges. In this class any 
contraction of the paper currency for the rectification of derangement, 
upon the present system, acts ; but upon the projected plan, parlia- 
mentary evidence, as well as the nature of things, shews that the 
contracting force will be put into operation by the branch bank 
managers at a distance from London, and produce confusion in the 
affairs of mining and manufacturing industry, and discontent among 
a dense and excitable population. It may, under such a state of 
things, be rationally apprehended that occasions will arise when 
workmen will be suddenly dismissed for the want of the power to 
pay them their wages, shopkeepers deprived of their weekly receipts, 
and the regular custom at markets for the supply of agricultural 
produce, impaired.* ' 

In reply to the question, " What effect do you 
suppose that an increase or decrease of London bank 
notes has upon the issues of country bankers ?" J. H. 
Palmer, Esq. replied : 

" A material increase of the bank in London tends, in the first 
instance, to reduce the value of money, and consequently the rate of 
interest, upon all negotiable securities. That abundance of money 
renders it difficult for the country bankers to find beneficial invest- 
ment for that part of the country money sent up to the capital for 
employment, consequently they are forced to resort to their immediate 
neighbourhoods for new channels for investing their surplus money; 
and which tends to create additional issues in the country at an early 
period after the London increase has taken place. But it does not 
follow that a diminution of issues has an equally rapid effect in 
reducing the issues of the interior. " 
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SECTION VI. 

JOINT-STOCK BANKS. 

In the year 1708, a clause was inserted in the charter 
of the bank of England, prohibiting the establish- 
ment of any other bank having more than six 
partners. This clause prevented the formation of 
any other joint-stock bank ; and, as the increasing 
wealth and commerce of the nation occasioned a 
demand for banks of some sort, a great number of 
banks, each having no more than six partners, rose 
into existence, as they were successively required 
by the wants of the country. The charter of the 
bank of England had no reference to Scotland, 
which at that period was a separate kingdom. 
Hence, with the increasing wealth of Scotland, joint- 
stock banking companies were formed ; and at pre- 
sent they conduct nearly the whole of the banking 
business of that country. But, with every renewal of 
the charter of the bank of England, this clause was 
retained, and hence has arisen the difference which 
subsists between the Scotch and the English systems 
of banking. In the year 1826, an Act of parliament 
was passed to permit the formation of banks having 
more than six partners, at a greater distance than 
sixty-five miles from London ; with a provision, 
however, that such banks should not make their notes 
payable in London, nor draw bills upon London for 
a less amount than 50/. By an Act passed in 1833, 
these banks have the privilege of drawing bills on 
their London agents, either on demand or otherwise, 
and for a less sum than 50Z. 

The advocates of joint-stock banks allege that they 
possess the following advantages over private banks : 
■ ' 1 . Joint-stock banks possess greater security than 
private banks. 
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Security is of the first importance to a bank. One 
branch of the business of a banker is to take charge 
of money committed to his care. But who will 
entrust money to a banker who is not known to be, 
or, at least, supposed to be rich ? And if a banker 
be rich, but afterwards, by mismanagement or mis- 
fortune, become poor, and fail, what dreadful misery 
is inflicted upon those who have money in his 
hands. How many respectable individuals may be 
suddenly bereft of their whole dependence. How 
many industrious tradesmen may become bankrupts. 
What distrust, what inconvenience,- what interrup- 
tion of business is occasioned, even to those who can 
bear the loss. But by a joint-stock bank all these 
evils are avoided. Another branch of the business of 
a bank is to remit money from one part of the coun- 
try to another ; but who will trust them with money 
to remit when they may fail before they have exe- 
cuted their trust? Banks, too, issue their own 
notes, and thus supply the circulating medium of the 
country. Here wealth and security are more neces- 
sary than ever. In the former cases, the creditors of 
the banker may have had some opportunity of judg- 
ing of his safety, and would probably make previous 
inquiries upon the subject. But when the notes of a 
banker have become the circulating medium of a 
neighbourhood, they are readily taken without any 
inquiries about his solvency. And, indeed, in 
some cases, if the notes were suspected, they could 
not be refused. If a tradesman will not deliver goods 
to his customers for such notes as thev offer him, 
they will take the notes to some other tradesman. 
Men who receive wages must receive them in such 
notes as the master chooses to pay. Since, then, 
each banker supplies the circulating medium of a 
large district, and the notes are thus circulated among 
all classes, some of whom have not the option of re- 
fusing them, nor the ability to judge of their value, 
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it is of the utmost importance that banks should be 
Established on those principles which will prevent 
their failure. 

That a bank having a great number of partners 
should be more secure than a bank consisting of 
only a few partners, seems a very obvious proposi- 
tion ; and it has received abundant confirmation 
from the numerous failures that have occurred among 
the bankers in England, and the few failures that 
have occurred in (Scotland. This is a fact that de^ 
monstrates the superior security of joint-stock banks* 
If a bank of this kind has a charter, it must previ* 
ously possess a large fund, which forms a guarantee 
for the punctual payment of its notes or deposits* 
If the bank have no charter, then every individual 
shareholder is answerable for all the debts of the 
bank to the whole extent of his property, as fully as 
though he had incurred those debts himself. # • In 
either case the security is greater than can be offered 
by any one individual, or by any four or five indi- 
viduals, however respectable they may be. 
2. A joint-stock bank is less liable to runs. 4 
A run is a sudden and general demand for the 
payment of notes, or deposits. It is not sufficient 
that a banker be safe : it is also necessary that he 
should be believed to be safe. He derives the 
larger portion of his gains from the confidence 
which is placed in him by others. Confidence is 
money. However wealthy or respectable a banker 
may be, he may not always be believed to be so- 
The misfortunes of others may cause him to be sus>- 
pected. But no banker has always in his coffers all 
the sums necessary to pay all the claims that may be 
made upon him. If he were to do this, from what 
quarter would he obtain his profits ? What, then, 
is he to do in case of a run ? He must at all events 

* Sep my Practical Treatise on Bankiftg, p. 54. 
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obtain money to meet the demands made upon him ; 
for if he once suspend his payments, all his credit is 
destroyed and his business is broken up. Hence 
he may be compelled to borrow money at a high 
rate of interest, or to sell stock or estates below 
their value, and to incur great expense, in order 
that the money may arrive in time to meet the 
demand. But the effects of a run are not confined 
to the banker himself. One run is over, but another 
may come. He will be anxious to be better provided 
next time. He will be more cautious. He will call 
in the money he has lent. He will lend no more. 
He will discount fewer bills. Those tradesmen and 
others who have been accustomed to obtain from the 
banker facilities for carrying on their business, can 
obtain them no longer. Some have depended on. 
these facilities, and will now fail; others will cir- 
cumscribe their business ; labourers will be thrown 
out of work, and trade will be obstructed and de- 
pressed. 

Such are the effects of a run when the banker is 
solvent, and the run is met with promptitude. But 
the banker may be good, and yet the run may cause 
him to stop payment. In this case, though the 
banker may ultimately pay the whole of his debts, 
yet this stoppage will produce for a while the same 
effects as though he were insolvent. But it is possible 
that he might have been solvent before the run, and 
have been rendered insolvent by the run. The sacri- 
fices he may have been compelled to make for the 
purpose of raising the money in time to meet the 
demand, may have absorbed the whole of his pro- 
perty. 

Now, what is it that causes a run ? It is merely 
an apprehension that the banker cannot discharge 
the whole of his obligations, and hence each creditor 
tries to be first, that he may secure the full amount 
of his own claim. But no apprehension of this 
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kind can exist in reference to a joint-stock bank. 
Every body knows that all the partners are liable for 
the debts of the bank to the fixll extent of their pro- 
perty ; and each creditor feeling assured that even 
should the bank fail his property is secure, abstains 
from engaging in a run whereby he can gain no 
advantage. 

3. Another advantage which joint-stock banks are 
alleged to possess, consists in the prudence of their 
management. 

A joint-stock bank is managed by a board of direc- 
tors, men of character and ability, who are chosen to 
fill the office from their superior knowledge of mer- 
cantile and banking business. The united knowledge 
and wisdom of a number of individuals must be 
greater than that of two or three individuals. They 
are not so liable to be imposed upon by false repre- 
sentations, to be deluded by false reasonings, or to be 
biassed by personal attachments. As among many 
persons there is sure to be a difference of opinion on 
almost every question brought before them, it is cer- 
tain that no measure will be adopted without having 
first received a full discussion. 

On the other hand, the management of a private 
bank is too frequently entrusted to one or two of the 
partners ; men who cannot be expected to act with 
the caution and prudence of an elected body, answer- 
able for their conduct to the great body of proprietors : 
men, too, who have their prejudices to indulge, their 
friends to please, and their partialities to gratify. 
Not so with the directors of a joint-stock bank, where 
the follies of an individual would be checked, and 
his deficiencies supplied by his colleagues. It often 
happens, too, that the partners of a private bank are 
engaged in some branch of manufactures or com- 
merce ; and in this case the bank will be made 
subordinate to the trading concern. The banking 
merchant or manufacturer will extend his business, 
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or engage in speculation, under the consciousness of 
being able to make good his purchases. The trading 
concern will have an account at the bank, and will 
always be overdrawn. The money which ought to 
be employed by the bank in discounting bills for 
their customers, will be absorbed by the trade of the 
partners. If the trading concern fails, the bank too 
must fail : the one involves the ruin of the other. 
Perhaps, indeed, the bank, by supplying money in 
the first instance for the parties to speculate with, 
may have been the cause of the ruin. Even when 
the partners of a private bank are not themselves 
engaged in any other employment, the bank often 
becomes connected with some large manufacturing 
or commercial establishments. Such establishments 
are useful to the bank, by enabling them to circulate 
a considerable amount of their notes. Hence the 
bank is induced to make large advances to them. 
Afterwards a further advance is necessary. A run 
upon the bank compels them to call in the money 
they have advanced. The money cannot suddenly 
be replaced. Hence all the parties become bank- 
rupts. From all these evils joint-stock banks are 
alleged to be free. 

Whatever opinion may be entertained respecting 
joint-stock banks, no legal obstacle ought to stand in 
the way of their formation. In most cases competition 
is good for the public. And hence, perhaps, the 
best system of banking is, when private banKS and 
joint-stock banks are intermingled with each other. 
The rivalry of the private banks may induce the 
public banks to act with promptness and liberality : 
while the rivalry of the public banks may induce the 
private banks to guard against any measure that 
might shake their credit, and weaken the public 
confidence in their stability. 
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A list of all the joint-stock banks in England and 
Wales, the title of the bank, the place of the head 
office, the number of branches, and the names of the 
London agents, taken from the London Post-office 
Directory of 1834 : 



1 

2 
3 



30 
31 

32 



Name of the Bank. 



Barnsley Banking Company 
Birmingham Banking Company 
Bank of Birmingham 

4 Bradford Banking Company 

5 Cumberland Banking Company 

6 Darlington District Bank 

7 Devon and Cornwall Banking 

Company 

8 Gloucester Banking Company 

9 Halifax Banking Company 

10 Hull Banking Company 

11 Huddersfield and Mirfield Bank. 

ing Company 

12 Huddersfield Banking Company 

13 Knaresborough and Claro Bank- 

ing Company 

14 Leeds Banking Company 
16 Leicestershire Banking Company 

16 Lincoln and Lindsey Banking 

Company 

17 Bank of Liverpool 

18 Lancaster Banking Company 
Id Manchester and Liverpool Dis- 

• trict Banking Company 

20 Bank of Manchester 

21 Norfolk and Norwich Joint-stock 

Bank 

22 North of England Banking Com- 
pany 

23 Saddleworth Banking Company 

24 Sheffield Banking Company 

25 Stamford and Spalding Banking 
Company 

26 Stuckey's Banking Company 

27 Bank of Westmoreland 

28 Wakefield Banking Company 

29 Wolverhampton Banking Corn- 



Head Office. 



pany 

Whitehaven Banking Company 
York Chy and County Banking 
. Company 
Vork Union Banking Company 



Barnsley 

Birmingham 

Ditto 

Bradford 

Carlisle 

Darlington 

Plymouth 

Gloucester 
Halifax 
Hull 
Huddersfield 

Huddersfield 
Knaresborough 

Leeds 

Leicester 

Lincoln 

Liverpool 
Lancaster 
Manchester 

Manchester 
Norwich 

Newcastle 

Saddleworth 

Sheffield 

Stamford 

Bristol 
Kendal 
Wakefield 
Wolverhampton 

Whitehaven 
York 

York 



. u 
© B 



5 

4 
4 



3 
16 

3 
7 

2 

1 

2 

13 



1 
5 



London Agents. 



Barclay and Co. 
Esdaile and Co. 
Glyn and Co. 
Jones, Lloyd, and Co. 
Barclay and Co. 
Barclay and Co. 
Barclay and Co. 

Jones, Lloyd, and Co. 
Jones, Lloyd, and Co. 
Barclay and Co. 
Masterman and Co. 

Smith, Payne, & Co. 
Barnetts, Hoare, & Co. 

Smith, Payne, & Co. 
Barclay and Co. 
Grote and Co. 

Glyn and Co. 
Barclay and Co. 
Smith, Payne, & Co. 

Glyn and Co. 
Masterman and Co. 

Jones, Lloyd, and Co. 

Glyn and Co. 
Smith, Payne, & Co. 
Barclay and Co. 

Rogers and Co. 
Glyn and Co. 
Glyn and Co. 
Williams and Co. 

Robarts and Co. 
Barnetts and Co. 



4 I Williams and Co. { 
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SECTION VII. 

BRANCH BANKS. 

The establishment of branch banks may be consi- 
dered as the effect of the formation of joint-stock 
banks. A bank, consisting of only six partners, 
is seldom sufficiently well known over a great ex- 
tent of country, to be able to open many branches. 
The credit of such a bank would be liable to be 
shaken, at one or other of its branches, and this 
might throw a suspicion on the whole establishment. 
But a joint-stock bank, possessing undoubted credit, 
may extend its branches with confidence wherever 
adequate business can be obtained. The compara- 
tive merits of an independent private bank, and a 
branch of a joint-stock bank, and the effects they 
are adapted to produce in any town in which they 
may be introduced, form a usenil subject of enquiry. 
In the first place, the branch bank may be sup- 
posed to possess greater security. The branch, 
however small, would possess all the security that 
belonged to the whole establishment. The notes 
issued at the branch would be as valid as notes 
issued at the head office; and deposits made at the 
branch would be recoverable from all the partners 
in the whole bank. In case a run were upon even 
the smallest branch, the directors would be as anxi- 
ous to meet the demand as though the run were 
directed against the largest. A small private bank, 
on the other hand, would have its only resource 
within itself. Its own capital would form its only 
guarantee ; and, in case of a sudden demand, it must 
expect but little assistance from its neighbours. 
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Secondly, a branch bank would command the use 
of greater capital. 

Every joint-stock bank would call upon its share- 
holders, for a supply of capital equal to the carrying 
on of the business. This capital would be kept in a 
disposable form, and, not like the capital of some 
private banks, locked up in loans upon inconvertible 
security. The confidence the bank possessed would 
create more banking capital, by attracting deposits 
and facilitating the issue of notes. Some banks 
create more capital than they can employ; such is 
the case when the amount of ntites and deposits is 
greater than that of the loans and discounts. Others 
employ more than their banking capital. And some 
banks employ more at one season of the year, and 
less at another. In such cases a branch bank would 
be fed with capital from the parent bank, as its 
wants might demand. If it yielded more capital 
than it required the parent bank would employ it 
elsewhere. If it wanted capital the parent bank 
would grant an ample supply. But in these cases 
a private bank would be troubled with an excess of 
capital which it might not be able to employ advan- 
tageously for a short period, or it might be distressed 
to raise capital to meet the wants of its customers. 

Thirdly, a branch bank would probably do busi- 
ness with the public on lower terms. 

A bank having many branches, usually charges 
the same rate of interest at all the branches. The 
bank of England discounts at all its branches on the 
same terms as in London. This cheapness of dis- 
count occasioned a great reduction of profits to the 
private bankers. A branch bank too, conducted on 
the principle of allowing interest on deposits, will 
probably allow a higher rate, because the money 
can always be employed at some one or other of the 
branches, and it will return the deposits at a shorter 
notice, because the funds of the whole bank are 
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ready to meet the call. In the transmission of 
money, a system of branch banks has a decided 
advantage, because the branches draw direct upon 
each other, and discount bills, payable at all the 
branches respectively. In a system of independent 
banks the transmission of money from one to another 
is usually effected by a bill on London; and bills 
drawn by one town on another are obliged to be 
made payable in London. 

Branch banks are enabled to charge less than pri- 
vate bankers, from their expenses and their expected 
profits being less. If a country bank, having many 
branches, employs a London agent, the charge for 
agency will be much less than though the brandies 
were all independent banks. A branch bank is not 
under the necessity of keeping in ite coffers so large a 
stock of gold as though it were an independent bank, 
because, in case of emergency, it is sure of obtaining 
supplies. The rate of profit, too, expected from a 
branch bank is much less than would be expected by 
a private banker. A banking company would be 
induced to establish a branch, could they be assured 
of obtaining a clear profit of one or two per cent, on 
their capital above the market rate of interest. But a 
private banker, who maybe supposed already a wealtliy 
man, would not consider that amount a sufficient 
remuneration for his own trouble and superintend- 
ence. Hence, his charges must be higher, to meet 
this increased rate of profit. Were the profits of a 

I private banker, in proportion to the amount of 
capital employed, to be reduced to the average rate 
of profit of joint-stack banks, he would very soon 
think of retiring from business. 
A branch bank may thus be established in a place 
where a private bank could not exist. It may also 
be opened in places not sufficiently wealthy to fur- 
nish capital for a joint-stock bank, and, where the 
people have no banking facilities; branches being 
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opened in such places, prevent the formation of banks 
with insufficient capital. For, to be without a bank 
is felt to be so great an inconvenience that, if a good 
bank cannot be obtained, a bad one will, for a while, 
be supported. Hence, shopkeepers and others have 
become bankers; and, having but a small capital, 
and being unacquainted with their business, they 
have, ultimately, involved themselves and others in 
irretrievable ruin. 

I have hitherto, too, compared a branch bank with 
an independent private bank. I will now compare 
it with an independent joint-stock bank. Several of 
the advantages already specified will apply as justly 
in this case as in the other. The branch may in this 
case, also be supplied with a greater amount of capital 
if it could be profitably employed, or it may have 
better means of disposing of its surplus capital. The 
charges of the branch, especially for the transmission 
of money by letters of credit, or by discounting bills, 
may also be less at the branch. In point of security 
the two banks may be considered as on an equality ; 
though, perhaps, in some cases, the advantage may 
be in favour of the branch. 

The expense of managing a branch must be less 
than that of managing an independent bank, as 
a less number of directors would be necessary. 
The directors or managers of a branch too, acting 
under the direction of a superior board, are less 
liable to be involved by indiscreet advances of loans 
from personal friendship or imperfect information. 
The transactions are more thoroughly sifted, and no 
important measure adopted without full discussion. 
The very circumstance of being accountable to a 
superior board would render the agents at the branch 
more scrupulous and cautious than they might other- 
wise be. And the periodical returns made to the 
head office, would constantly bring all the business 
of the branch under the notice of experienced and 
unbiassed inspectors. 
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There are, however, some disadvantages attending 
a branch bank. As a branch bank is a mere colony, 
the agents must be directed by the commands they 
receive from the seat of government. And the 
branch may be directed, in some cases, to adopt 
measures more adapted to promote the welfare of the 
whole establishment than to advance the interest of 
that. particular branch. The bank of England, for 
instance, may engage to lend, on advantageous 
terms, a certain sum of money to the government; 
and, for the purpose of raising this money, they 
may direct their agents at the branches to limit 
their discounts. As it is the duty of the directors to 
consult the interest of the whole establishment, they 
might consider themselves justified, as commercial 
men, in adopting this line of conduct. At the same 
time, it would be a great inconvenience to the per- 
sons resident at the places where the branches are 
established to be deprived of their usual discounts. 

Another possible inconvenience to a branch arises 
from the circumstance, that most cases of importance 
are necessarily referred for the consideration of the 
head office ; not that these cases are more difficult- 
than ordinary cases, but because they are deviations 
from the usual course of business, or they belong to a 
class of transactions which is very properly . reserved 
far the decision of the highest authority. And hence, 1 
persons who have dealings with the branch may be 
obliged to wait the return of post, or a still longer 
term, before they can obtain answers to important 
inquiries. This inconvenience may, however, be 
considerably diminished by giving to the managers or 
agents a high degree of discretionary power, and- 
reserving as few cases as possible for the decision of 
the supreme board of directors. 

The respective claims of these three different kinds 
of banks as far as regards any particular place, must 
depend on local circumstances. It is easy to imagine 

i 
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cases wherein a private bank of undoubted wealth and 
judicious management is superior to either a branch 
bank or an independent joint-stock bank. But pri- 
vate banks depend entirely upon the persons by whom 
they are managed. And these persons, whatever other 
endowments they may possess, are not endowed with 
immortality, nor with the power of bequeathing their 
good qualities to their successors. Leaving private 
banks out of the question, a branch bank seems best 
adapted for a small town ; and an independent joint- 
stock bank for a large one. When banking is left 
perfectly free, the natural force of competition will 
soon enable each town to provide itself with that 
kind of bank which is best adapted to its own wants 
and circumstances. 

The bank of England has established eleven 
branches. 

The business of the branches consists in discounting 
bills ; in receiving deposits ; in issuing bills on the 
London bank, at twenty-one days after date; and in 
the transmission of money to and from London. Each 
branch issues its own notes, which are payable at the 
•place of issue, and in London. The rate of discount 
is the same as in London ; no interest is allowed on 
deposits; no charge is made for a twenty-one day 
bill on the parent establishment : but if money be 
lodged at the branch, to be received the following day 
in London ; or lodged in London, to be received at 
the branch ; a charge is made for commission, unless 
the parties have accounts at the branch. 
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SECTION VIII. 

BANKS OF DEPOSIT. 

Banking is a kind of trade, carried on for the pur- 
pose of getting money. The trade of a banker differs 
from other trades, inasmuch as it is carried on chiefly 
with the money of other people. 

The trading capital of a bank may be divided into 
two parts : the invested capital, and the banking 
capital. The invested capital is the money paid 
down by the partners for the purpose of carrying on 
the business. This may be called the real capital. 
The banking capital is that portion of capital which 
is created by the bank itself in the course of its busi- 
ness, and may be called the borrowed capital. 

There are three ways of raising a banking or bor- 
rowed capital. First, by receiving deposits ; secondly, 
by the issuing of notes ; thirdly, by the drawing of 
bills. If a person will lend me 100/. for nothing, 
and I lend that 100/. to another person at four per 
cent, interest, then, in the course of a year, I shall 
gain 4/. by the transaction. Again, if a person will 
take my " promise to pay," and bring it back to me 
at the end of the year, and pay me four per cent, 
for it, just the same as though I had lent him 100 
sovereigns, then I shall gain 4/. by that transaction ; 
and again, if a person in a country town brings me 
100/. on condition that, twenty-one days afterwards, 
I shall pay the same amount to a person in London, 
then whatever interest I can make of the money 
during the twenty-one days, will be my profit. This 
is a fair representation of the operations of banking, 
and of the way in which a banking capital is created 
by means of deposits, notes, and bills. 
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The profits of a banker are generally in proportion 
to the amount of his banking or borrowed capital. If 
a banker employ only his real or invested capital, it 
is impossible he should ever, in the ordinary course of 
business, make any profits. Bankers can seldom 
obtain more upon their advances than the market 
rate of interest ; and that may be obtained upon real 
capital, without the expense of maintaining a banking 
establishment. If, after deducting the expenses, the 
profits amount to nothing more than the market rate 
of interest upon the invested capital, the bank may be 
considered to have made no profits at all. The part- 
ners have received no higher dividend upon the 
capital invested in the bank, than they would have 
received if the same money had been laid out in 
government securities. To ascertain the real profit 
of a bank, the interest upon the invested capital 
should be deducted from the gross profit, and what 
remains is the banking profit. 

A bank that receives lodgments of money, is called 
a bank of deposit. A bank that issues notes, is called 
a bank of circulation. Each bank attempts to pro- 
cure a banking capital, but by different means. When 
a bank of deposit is opened, all the people in the dis- 
trict, who have money lying idle in their hands, will 
place the money in the bank. This will be done by 
the merchants and tradesmen, who are in the habit of 
keeping by them a sufficient sum of money to answer 
daily demands ; by the gentry, and others out of 
business, who receive their rents, dividends, or other 
monies, periodically, and disburse them as they have 
occasion. The various small sums of money which 
were lying unproductive in the hands of numerous 
individuals, will thus be collected into one sum in the 
hands of the banker. The banker will retain a part 
of this sum in his till, to answer the cheques the 
depositors may draw upon him ; and with the other 
part he will discount bills, or otherwise employ it in 
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his business. But if, instead of a bank of deposit, a 
bank of circulation only be established, then the 
several small sums of money will remain unproduc- 
tive as before in the hands of various individuals ; and 
the banker, in discounting bills, will issue his own 
promissory notes. 

Now, it is obvious that these two kinds of banking 
are adapted to produce precisely the same effects. In 
each case a banking capital is created, and each 
capital is employed in precisely the same way ; 
namely, in the discounting of bills. To the parties 
who have their bills discounted, it matters not from 
what source the capital is raised, — the advantage is 
the same to them, — the mode in which they employ 
the money is the same, — and the effects upon trade 
and commerce will be the same. Let us suppose that 
in each case the banking capital created is 50,000/. 
Now, the bank of circulation will have increased the 
Amount of money in the country by 50,000/. The 
bank of deposit will not have increased at all the 
amount of money in the country, but it will have put 
into motion 50,000/. that would otherwise have been 
idle. Here, then, is a proof, that to give increased 
rapidity to the circulation of money, has precisely the 
same effects as to increase the amount. Here, too, is 
a proof of the ignorance of banking, on the part of 
those writers who consider that the banks which issue 
notes are the sole cause of high prices, over-trading, 
and speculation ; whereas it is obvious, that if those 
effects are to be attributed to banking at all, they may 
as fairly be ascribed to banks of deposit as to banks 
of circulation. 

Even those bankers who do not issue notes, create 
a banking capital by the discounting of bills. They 
render their discounts subservient to the increase of 
their deposits. The London bankers will not discount 
except for those persons who have deposit accounts 
with them. A party who has had bills discounted, 
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and has paid interest on the whole amount, must 
leave some portion of that amount in the hands of the 
banker without interest. By this means the banker 
obtains more than the current rate of interest on the 
money actually advanced, and raises a banking capi- 
tal to the amount of the balance left in his hands. 
•" A good account" in the language of the London 
bankers, is an account on which there is a large 
deposit — a bad account is that on which the sum 
deposited is small. A person who keeps a good ac- 
count may have . his bills discounted readily, but a 
person who keeps a bad account will have his bills 
more severely scrutinized. The depositors are aware 
of this ; and therefore they endeavour to keep a fair 
account with the banker, that they may at all times 
be able to obtain such accommodation in the way of 
discounts as they may require. This mode of raising a 
banking capital by means of discounts, without allow- 
ing interest on the deposits, appears to be less advan- 
tageous to the borrower than by means of notes. In 
the one case, the borrower has to lodge some portion 
of his money in the hands of the banker, but in the 
other case he has only to take the banker's notes, 
which are probably as serviceable to him as gold. 
Hence, such banks appear adapted for the service of 
the rich rather than the poor — a young tradesman who 
is commencing business with a slender capital, will 
hardly find it worth his while to open an account at 
a banker's, unless he has always by him a certain por- 
tion of his capital, which he is obliged to keep unem- 
ployed . 

The London bankers grant no interest for money 
placed in their hands, nor charge any commission 
upon the amount of the transactions. Their customers 
pay them for the trouble of conducting their accounts 
by keeping a certain balance to their credit. The 
amount of the balance is never definitely fixed, but 
is regulated very much by the good sense and proper 
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feeling of the parties. The number of cheques a 
party draws — the degree of accommodation he receives 
by discount or otherwise, these and other circum- 
stances are taken into consideration ; and though the 
amount of the balance is not expressly stipulated, yet 
few people of business habits are at a loss to judge 
whether the average balance of their account through- 
out the year is sufficient to remunerate the banker. 

By the Scotch banks, deposit accounts are di- 
vided into two classes — "accounts current," and 
" deposit receipts:" the "accounts current" are simi- 
lar to the " current accounts" kept by merchants, 
traders, and others in the English banks. The party 
pays his money into the bank, and makes all his 
payments by cheques upon the bank. The deposit 
receipts are similar to what the English bankers call 
" dead accounts." The depositor pays his money 
into the bank, and there it lies " dead " until he has 
occasion for it, and then he produces his receipt and 
withdraws the whole amount, or takes a new receipt 
for any part he wishes to leave. The deposit receipts 
are chiefly for the use of those who lodge their 
money in the bank merely for the purpose of secu- 
rity and interest. The accounts current are for those 
who, in addition to security and interest, wish to 
make use of the bank as a means of facilitating their 
pecuniary transactions. As far as regards the circu- 
lation of the bankers' notes, each kind of account has 
the same effect ; but as the operations on the current 
accounts are more frequent, they put into circulation 
a larger amount. 

When a banker's own notes are lodged on a deposit 
account, they do not diminish the amount of his 
banking capital. The banking capital raised by his 
notes is diminished, but that raised by his deposits is 
in the same proportion increased. If, however, the 
interest he allows upon the deposits is greater than 
the expense of the wear and tear of his notes, then 
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will his banking capital be diminished in the more 
profitable, and increased in a less profitable direction. 
But when a deposit consists of notes of other banks, 
his banking capital is increased by that amount. 
Hence, if a -banker could know that all the money 
deposited in his hands would consist chiefly of his 
own notes, it might not be for his advantage to allow 
any interest on deposits. It would be better for him 
that his notes should remain in circulation. 

* 

It will be observed that the amount of notes issued 
on deposit accounts, depends not on the banker but 
upon the depositors. They lodge money in his bank, 
and draw it out when they please. The deposit 
system, therefore, cannot place in circulation any 
additional amount of money. The depositors cannot 
draw out of the bank more money than they had 
deposited. After the deposits are made, the amount 
of money in existence is precisely the same as before. 
The only difference is, that what was previously in 
the hands of many individuals, is now in the hands of 
the banker — and until he has made use of this money 
in the way of discounts or loans, or in some other 
mode, no effect whatever can be produced upon the 
trade and commerce of the district. All the advan- 
tage the people of the neighbourhood obtain by the 
deposit system, considered by itself, consists in having 
a place of security in which they may lodge their 
money — in receiving interest for the sums thus 
deposited — and in the saving of time and trouble 
in effecting their pecuniary transactions. But al- 
though the deposit system does not affect the amount 
of the currency, it changes its character. As the 
lodgments will Jbe made in the previously existing 
currency — whether gold, or silver, or notes of other 
banks — and all the issues will be in the banker's own 
notes — the effect will be, that in course of time all the 
previous currency will have passed into the bank, and 
all the existing currency will consist exclusively of 
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the banker's own notes — and the more frequent and 
heavy are the operations on the deposit accounts, the 
more rapidly will this effect be produced. 

Banks of deposit serve to economize the use of the 
circulating medium. This is done upon the princi- 
ple of transfer. The principle of transfer was one of 
the first which was brought into operation in modern 
banking. The bank of Amsterdam, was founded 
upon this principle. Any person who chose, might 
lodge money in the bank, and might then transfer it 
from his own name to that of another person. All 
foreign bills of exchange were required, by law, to 
be paid by such transfers. Although the money 
might at any time be drawn out, either by the 
original depositor or by the party into whose name it 
had been transferred, yet, in fact, this was seldom 
done, because the bank money was more valuable 
than the money in common use, and consequently 
bore a premium in the market. The transfer of 
lodgments is extensively practised in our own times. 
If two persons, who have an account in the same 
bank, have business transactions with each other, the 
debtor will pay the creditor by a cheque upon the 
bank. The creditor will have this cheque placed to 
his credit. The amount of money in the bank re- 
mains the same ; but a certain portion is transferred 
into a different name in the banker's books. The 
cheque given by the debtor is an authority from the 
debtor to the banker to make this transfer. 

Here the payment between the creditor and debtor 
is made without any employment of money. No 
money passes from one to the other : no money is 
paid out or received by the banker. Thus it is that 
banks of deposit economize the use of the circulating 
medium, and enable a large amount of transactions 
to be settled with a small amount of money. The 
money thus liberated, is employed by the banker in 
making advances, by discount or otherwise, to his 
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customers. Hence the principle of transfer gives 
additional efficiency to the deposit system, and in- 
creases the productive capital of the country. It 
matters not whether the two parties, who have deal- 
ings with each other, keep their accounts with the 
same banker or with different bankers; for, ,a# the 
bankers exchange their cheques with each other at 
the clearing-house, the effect, as regards the public, 
is the same. The deposit system might thus, by 
means of transfers, be carried to such an extent as 
wholly to supersede the use of a metallic currency. 
Were every man to keep a deposit account at a bank, 
and make all his payments by cheques, money might 
be superseded, and cheques become the sole circu- 
lating medium. In this case, however, it must be 
supposed that the banker has the money in his hands, 
or the cheques would have no value. 

Since 1825, the following facilities have been 
granted by the bank of England to those who have 
deposit accounts; or, as they are called, " drawing 
accounts" at the bank : — 

1. The bank receive dividends, by power of attorney, for all 
persons having drawing accounts at the bank. 

2. Dividend warrants are received at the drawing office for ditto. 

3. Exchequer bills, and other securities are received for ditto — 
the bills exchanged, the interest received, and the amount carried to 
their respective accounts. 

4. Cheques may be drawn for 51. and upwards, instead of 10Z., as 
heretofore. 

5. Cash boxes taken in, contents unknown, for such parties as 
keep accounts at the bank. 

6. Bank notes are paid at the counter, instead of drawing tickets 
for them on the pay clerks, as heretofore. 

7. Cheques on city bankers, paid in by three o'clock, may be 
drawn for between four and five ; and those paid in before four will 
be received and passed to account the same evening. 

8. Cheques paid in after four, are sent out at nine the following 
morning, received and passed to account, and may be drawn for as 
soon as received. 

9. Dividend warrants taken in at the drawing office until five in 
the afternoon, instead of till three as heretofore. 
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10. Credits paid into account are received without the bank book, 
and are afterwards entered therein without the party claiming them. 

11. Bills of exchange, payable at the bank, are paid with or 
without advice; heretofore with advice only. 

12. Notes of country bankers, payable in London, are sent out 
the same day for payment. 

13. .Cheques are given out in books, and not ia sheets as here- 
tofore. 

The following is an account of the average annual 
amounts of the public and private deposits in the 
hands of the bank, from the year 1807 to the year 
1831. — Previous to the year 1807, the public and 
private accounts were kept in the same office, but 
then they were separated : — 
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In consideration of having so large an amount of 
public deposits, the bank advanced, in March 1808, 
3,000,000/. without interest, for the public service ; 
this advance was continued until April, 1818. The 
great increase in the amount of the private deposits, 
since the year 1825, has arisen from the increase of 
accounts, occasioned partly by distrust in the private 
bankers, and partly by the increased facilities granted 
by the bank to the depositors. 
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SECTION IX. 

BANKS OF REMITTANCE. 

In the infancy of commerce, all trade was carried on 
with ready money. Before good roads are formed, 
and posts are established, trade between distant 
places is carried on by merchants, who associate 
together in considerable numbers, and meet at fixed 
times at particular places, whence they commence 
their journey to the country with which they intend 
to traffic. When arrived at the place where the 
market is held, they dispose of their goods for ready 
money ; they then lay out their money in the pur- 
chase of other goods, with which they return, ouch 
was the practice with the merchants of the East, who 
formed the immense caravans that formerly traded 
between Europe and India ; and such is the practice 
of similar caravans that now trade between Egypt 
and Mecca. In such cases all the transactions are 
carried on with ready money. The bankers, if such 
they may be called, are mere money changers, who 
exchange the money of the country in which they 
live, for the money of other countries. 

The labour of carrying money from one country to 
another, was considerably diminished by the invention 
of bills of exchange ; but the same mode of remittance 
was continued even in England, until a very recent 
period, with regard to the transmission of money 
through the provinces. When a country is consi- 
derably improved, good roads are established, and 
places hitherto obscure become seats of manufactur- 
ing and agricultural industry ; an interchange of com- 
modities will take place between the provinces ; the 
produce of one district will be transported to another, 
hence will arise the necessity of having some means 
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of transmitting money in payment of these respective 
commodities, and banks will consequently be estab- 
lished. It is not the banks that give rise to the trade, 
it is the trade that gives rise to the banks ; though, 
after trade is established, the introduction of a bank 
extends the trade. 

The most effectual means of transmitting money 
throughout a country is by an extensive establishment 
of banks ; banks transmit money by means of their 
agencies, by means of their branches, and by means 
of the circulation of notes. 

First. — Banks transmit money by means of their 
agencies. This is the way in which it is carried on 
by the country bankers. Each country banker em- 
ploys a London agent to pay his notes or bills, and 
to make payments in London; and, on the other hand, 
to receive sums that may be lodged by parties 
residing in London for the use of parties residing in 
the country. As each country bank is thus connected 
with London, it is virtually connected with all the 
other banks in the country ; as far, at least, as con- 
cerns the transmission of money. 

Money is remitted from London to a country town, 
by being paid into a London bank, to the credit of 
the country bank, for the use of the party who resides 
in the country. Money is remitted from a country 
town to London, by being paid into a country bank, 
to the credit of their London agents, for the use of 
the party who resides in London, or by remitting to 
the party a bill drawn by the country upon the 
London bank. Money is remitted from one country 
town to another by paying the money into the country 
bank, to be paid by their London agents to the Lon- 
don agent of the country bank established in the 
town to which the money is to be remitted, or by 
sending direct to the party a bill drawn by the 
country upon the London bank, which bill will be 
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discounted by the bank established in the place to 
which the bill is sent. ! 

Secondly. — Banks remit money from one place 
to another by means of their branches. Money is 
received at the head office for the credit of any 
branch ; and money is received at each of the branches 
for the credit of the head office ; and letters of credit 
are also granted at every branch upon all theothei 
branches. The bank of England transmits money 
from London to a branch ; and, vice versa, for only 
the charge of postage. The branches also draw bilis 
upon the parent establishment at twenty-one days 
date, without any charge. * 

Thirdly. — Banks remit money from one place to 
another by means of their circulation. Every bank 
of circulation will necessarily become a bank of ^re- 
mittance, whether it carry on the remitting of money 
fets a branch of business or not. Some of the notes 
which are issued, will be sent as payments from one 
place to another. This will be more frequently the 
case if the notes are payable at any place besides the 
place of issue, or, if the bank that issuer them has 
cred& over a great extent of country : thus bank of 
England notes serve the purpose of remittance all 
oVer the kingdom. They are usually cut in halHrefe 
and sent by post, one half being retained ? till th£ 
receipt of the first is acknowledged. The issue of 
bank post-bills^ payable seven days after sight, and 
gTanted in favour of the party to whom the payment 
is made, has still farther increased the efficiency* trf 
the bank of England as a bank of remittance. 

The extent of the remittances of any placfc liiust 
depend in a great degree upon its trade — that is, 
upon its exports and its imports. Money must be 
sent from a place to pay for its imports, and mtoey 
must be received in exchange for exports. Both 
these branches of remittance, as far as regards' pro- 
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vincial towns, are effected through the banks. Ex* 
porters and importers, residing in a city or town, do not 
meet together, like the merchants engaged in foreign 
trade, and traffick for their bills, but both parties 
go to the bank. The exporter draws bills, which 
he discounts with the bank ; the importer obtains 
from the bank, bills or letters of credit, which 
he remits in payment of his imports. The 
amount of this kind of business must, of course, 
depend upon the amount of the trade. Where the 
imports are great, there will be demand for bills, or 
other modes of remittance, upon the banker. When 
the exports are great, bills will be brought to him for 
discount, or lodgments will be made to his credit at 
his agents. By comparing the sums which are thus 
transmitted in different directions, a banker can merely, 
by a reference to his own books, ascertain the balance 
of trade between the place in which he resides, and 
any other place with which it may have commercial 
intercourse. If he finds his exchanges with the 
neighbouring bankers are unfavourable, he may infer 
that the balance of trade is against the place in which 
his bank is established. And if, on the other hand, 
the exchanges are in his favour, he may infer the 
balance of trade is favourable. It will generally be 
found, that the trade between sea-port and inland 
towns is always in favour of the former. Manufac- 
turing towns and large cities have usually the 
balance in their favour. It may be observed, how- 
ever, that the balance of remittances will not always 
shew the balance of trade. With regard to places 
of fashionable resort for instance, there must be a 
great consumption of commodities imported from 
other places, and at the same time there is no com- 
modity exported, — here the balance of trade is 
unfavourable : at the same time there must be great 
remittances, in money, to the parties residing there, 
to enable them to pay for the commodities they con- 
ic 
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sume. Thus, too, when large sums are remitted 
from England to absentee landlords, or as loans to 
foreign powers, the balance of remittance may be 
against England, while the balance of trade may be 
in her favour. 

The remitting of money to London by a country 
bank, diminishes the currency to that amount in the 
place where the bank is established. If a person at 
Birmingham takes one hundred sovereigns to the 
branch of the bank of England, and obtains a bill at 
twenty-one days on the parent establishment in 
London, then is there a banking capital created for 
twenty-one days. If, when the bill becomes due, 
the bank of England pay the bill in gold, the bank- 
ing capital is destroyed. The currency of Birming- 
ham is now one hundred sovereigns less, and that of 
London is one hundred sovereigns more. During 
the existence of the bill there were one hundred 
sovereigns less in circulation, and these one hundred 
sovereigns were represented by the bill. Some 
country bankers, instead of drawing bills upon their 
London agents, re-issue the bills they have dis- 
counted. By this means the banker saves the ex- 
pense of remitting the discounted bill to London, and 
the person taking it saves the expense of the stamp 
for a new bill. 

Banks of remittance encourage the trade of a dis- 
trict in two ways : First, by diminishing the prices 
of commodities. The facility of conveying money 
has the same effect upon trade as a facility of con- 
veying commodities. The opening of good roads dimi- 
nishes the expense of the conveyance of goods. This 
cheapness in the conveyance causes the commodities 
to be sold at a lower price. As the imports into the 
town are sold at a cheaper rate, and the exports are 
also sold at a lower price at the place of consumption, 
the increased cheapness in both cases increases the 
demand, and hence trade is advanced. The cheap- 
ness of conveying money operates in the same way 
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as cheapness in the conveyance of goods. After the 
goods are sold, the money must be transmitted. The 
expense of remitting the money, like the expense of 
conveying the goods, must be regarded as an item 
in the cost of production, and be taken into account 
in fixing the price at which the goods must be sold. 
Banks remit money at a less expense than it can be 
remitted in any other way. Hence the merchants 
are enabled to sell their merchandise at a lower 
price, and thereby consumption is increased and 
trade is extended. 

The second way in which banks of remittance 
promote trade, is by enabling capital to revolve 
more rapidly. They cause money to be remitted in 
a shorter space of time. For instance, — an Irish 
butter merchant may purchase of a farmer a quantity 
of butter, and ship it for London. He may, on the 
same day, draw a bill for the value of the butter, 
and have it discounted at the bank. With this 
money he may purchase a farther quantity of butter, 
against which he may draw another bill, and have it 
discounted. This operation, if he be in good credit, 
may be repeated as often as he pleases. Now, if 
there be no bank in the district, he could not get 
the money for the first shipment of butter until the 
return of post from London, and then he would 
receive large bank of England notes, which he might 
not easily be able to get changed. During this in- 
terval he can make no purchases for want of money, 
and the farmer has no sale for his butter. Thus the 
banks enable the merchants' capital to revolve several 
times more rapidly than it could otherwise do. To 
increase the rapidity of the returns of capital has the 
same effect as to increase its amount. If any given 
amount of capital, that now revolves once in. a year, 
be made to revolve twice in a year, it will have the 
same effect upon trade as if the amount of capital 
were doubled, and its progress remained the same. 

k2 
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Banks of deposit encourage the trade and wealth 
of a district, by collecting together the various small 
amounts of money, that previously lay idle in the 
hands of the depositors, and employing this sum in 
advances, by way of loan or discount, to the pro- 
ductive classes of the community. The commodities 
thus produced, are remitted to a distant place for 
sale. But in the interval, between the transmission 
of the goods and the return of the money for which 
they may be sold, the manufacturer is deprived of 
the use of this amount of capital. Banks of remit- 
tance guard against this inconvenience, and advance 
immediately to the manufacturer the value of the 
goods, by discounting his bill upon the party to 
whom they are consigned. By this means he has 
all the advantage to be gained from the higher 
prices of a distant sale, in connexion with that 
prompt payment he would obtain from a home market. 
Thus it is, that while banks of deposit enable the 
capital of any district to revolve more rapidly within 
the district, banks of remittance enable it to revolve 
more rapidly with reference to other places. Both 
produce the same effect as that positive increase of 
capital which is introduced by banks of circulation. 



SECTION X. 

BANKS OF CIRCULATION. 

A bank that issues notes, is called a bank of circula- 
tion. The amount of notes that any bank has in 
circulation, is usually called by bankers " the circu- 
lation." Banks of circulation, both in England and 
Scotland, have all of them had to sustain heavy ac- 
cusations. I shall notice some of these charges, not 
with a view of rebutting them in regard to any in- 
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dividual bank, but in order to discuss the general 
principles by which we should be guided, in judging 
of the effects produced by banks of circulation. 

The most common charge against banks of circu- 
lation is, that they have issued an excessive amount 
of theiT notes ; and thus have encouraged specu- 
lation, raised the price of commodities, and led to 
commercial convulsions similar to that of December, 
1825. 

Before entering upon the consideration of these 
charges, I shall point out the checks that operate 
against an over-issue of notes. 

I have already stated, that similar accusations may 
be as justly advanced against banks of deposit as 
against banks of circulation ; for to give increased 
motion to the currency has the same effect as to in- 
crease its amount. If a million of money be taken 
from the counting-houses of the merchants, and the 
tills of the shopkeepers, and lodged in the hands of 
a London banker, for him to employ in advancing 
loans or discounting bills, this has the same effect as 
though he issued for the same purposes a million of 
his own promissory notes. There is, however, one 
difference. The advances of a London banker are 
limited by the amount of his lodgments. If the 
money he not placed in his hands, he cannot issue 
it ; and hence he may he regarded as merely an 
agent regulating the distribution of the previously 
existing currency. But the country banker having 
the power of making money, the amount of his ad- 
vances is not subject to this restraint. 

But the amount of notes issued by a bank must be 
limited by the demand of its customers. No banker 
is so anxious to put his notes into circulation, that he 
gives them away. He advances them either by way 
of loan or discount; and he always believes that the 
security on which he makes his advances is suf- 
ficiently ample. He expects that the money will be 
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repaid with interest. It is true, that like other commer- 
cial men> he is sometimes deceived in his customers ; 
and by placing too much confidence in them, he 
sustains losses. But this is a misfortune against 
which he is always anxious to guard. The issues of 
tankers are limited, therefore ; on the one hand by 
the wants of the public, and on the other by the 
bankers' desire to protect their own interests. 

A further check upon the issues of banks is, that 
all their notes are payable on demand. Although a 
banker has the power of issuing his notes to excess, 
either by advancing them as dead loans or on slender 
security, yet he has not the power of keeping them 
out : their remaining in circulation depends not on 
him, but on the public ; and the uncertainty, as to 
the time of their return for payment, compels him 
to keep at all times a sufficient stock of money, to 
meet the most extensive demand that is likely in the 
ordinary course of business to occur. 

Another check upon an excessive issue of notes, is 
the system of exchanges that is carried on between 
the banks. Every banker that issues notes, has an 
interest in withdrawing from circulation the notes of 
every other banker, in order to make more room for 
his own. When, a banker receives the notes of 
another banker, he never re-issues them. If the 
two bankers live in the same place, they meet once 
or twice a week, as they may find convenient, and 
exchange their notes. The balance between them, 
if any, is paid by a draft on London, payable on 
demand ; or, which amounts to the same thing, the 
London agent of the one party is directed to pay the 
amount to the London agent of the other party. If 
the country blanker lives at a distance from the 
banker whose notes he has received, he sends them 
to his London agent to present for payment. Hence 
it is that country notes seldom travel far from the 
place of issue : they are sure to be intercepted by 
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some of the rival banks ; and in a country where 
banks are so numerous as in England, it is obvious 
that the notes of any individual bank must move in 
a very limited circle. If a banker attempts to force 
out a higher amount of notes than the wants of this 
circle require, he will soon find that the notes will 
be returned to him in the exchanges with the neighs 
bouring bankers, or else they will speedily find their 
way for payment to his London agent. 

Another check upon an over-issue on the part of 
the banks is, their practice of allowing interest upon 
money lodged in their hands. No man will keep 
money lying idle in his hands if he can obtain in- 
terest for it, and have it returned to him upon 
demand. If a banker attempts to force out a large 
amount of notes, they will get into the hands of 
somebody. And those who do not employ them in 
their trade will take them back to the bank and 
lodge them to their credit, for the purpose of receiv- 
ing the interest. Thus, if the notes of a banker are 
put in motion by the operations of commerce, they 
are soon intercepted by rival bankers; and if they 
attain a state of rest, they are brought back and 
lodged upon interest ; so that in either case they are 
withdrawn from circulation. 

Banks of circulation have also been accused of 
encouraging a spirit of speculation. 

To obtain clear ideas as to the justice of this 
charge, it will be necessary to define accurately the 
nature of speculation, and to view the circumstances 
by which it is governed. 

Between the producer and the consumer of any 
commodity, there are generally two or more parties, 
who are merchants or dealers. The demand for any 
commodity is either a speculative or a consumptive 
demand. The demand by the consumers who pur- 
chase for immediate use, is always a consumptive 
demand. But if the commodity purchased be not 
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intended for immediate use, but is purchased at any 
given time, merely because the purchaser apprehends 
that its price will advance, then is that demand a 
speculative demand. So, if a merchant purchase of 
a manufacturer, or a farmer, such a quantity of com- 
modities as, in the ordinary course of his trade, he is 
likely to require, that demand may be considered a 
consumptive demand ; but if, in expectation of a rise 
in price, he fills his warehouses with goods for which 
he has no immediate sale, then is that demand a 
speculative demand. A speculation, then, is that 
kind of traffic in which the dealer expects to realise a 
profit, not by the ordinary course of trade, but by the 
intervention of some fortuitous circumstance that shall 
change the price of the commodity in which he deals. 
A speculation in any commodity, therefore, is 
occasioned by some opinion that may be formed of 
its future price. It is well known that the price of 
commodities is governed by the proportion that may 
exist between the supply and the demand. What- 
ever increases the supply, or diminishes the demand, 
will lower the price ; and, on the contrary, whatever 
diminishes the supply, or increases the demand, will 
advance the price. The greater part of our food, 
and the materials of most of our clothing, are pro- 
duced by the seasons ; and the quantity produced in 
, each year depends, in a great degree, upon the most 
uncertain of all things, — the weather. Here, then, 
is a wide field for speculation. If our food, like the 
manna in the wilderness, were supplied to us day 
by day, in exactly the quantity that each individual 
required, it would furnish no subject for speculation. 
But as long as the seasons are variable in the quantity 
of their productions, so long will speculation exist. 
Many commodities, too, besides being influenced by 
the seasons, are influenced by several other circum- 
stances, — as a state of peace or war, — the opening of 
new markets, — the discovery of cheaper modes of 
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production, — or the substitution of a rival commodity ; 
all these circumstances have an effect upon price, and 
the dealer who buys or sells any commodity in ex- 
pectation that an alteration in price will be produced 
by such causes, is a speculator. 

Now, it is obvious that no system of banking can 
prevent speculation, and that speculations would be 
formed, even were there no bank in existence. We 
learn from Holy Writ, that the owners of corn some- 
times refused to sell, in expectation of an advance of 
price. These were speculations, though Judea had 
neither banks nor paper money. If it be said that 
the country banks are the cause of speculation, I will 
ask how it is that speculations exist in countries 
where there are no country banks 1 If it be said that 
the issuing of country notes is the cause of specula- 
tion, I will ask how it is that Liverpool is the most 
speculative place in England, although the Liver- 
pool bankers do not issue notes? If it be said that 
the speculations of 1825 were prodticed by the coun- 
try banks, I will ask, what produced similar specula- 
tions in 1720, when there was not a single country 
bank in the kingdom I 

It must not, however, be denied, that all banking 
gives to speculation facilities that would not otherwise 
be so easily supplied. It is the object of banking to 
give facilities to trade, and whatever gives facilities to 
trade gives facilities to speculation. Trade and 
speculation are in some cases so nearly allied, that it 
is impossible to say at what precise point trade ends 

I and speculation begins. When a banker discounts 
a bill, he does not usually ask the party how he 
intends to employ the money ; and, for aught he 
knows, it may be employed in speculation. Wher- 
ever there are banks, capital is more readily obtained, 
and at a cheaper rate. The cheapness of capital 
gives facilities to speculation, just in the same way as 
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the cheapness of beef and of beer gives facilities to 
gluttony and drunkenness. 

The legitimate operations of banking, however, are 
such as to place speculation under some degree of 
restraint. As to men of large capital and immense 
wealth, they may speculate as much as they please ; 
.over them the bankers have no control. But if men 
of moderate means engage in speculation beyond 
their capital, it is not the interest of the banker to 
support them. For such persons to carry speculation 
to any great extent, it is necessary either that they 
raise money on slender security, or that the money 
be advanced for a considerable length of time. It is 
not the interest of a banker to meet their wishes in 
either of these respects. It is not his interest to 
advance his money on insufficient security. It is not 
his interest to advance money as a dead loan. The 
security a banker requires ought to be both ample 
and convertible. It is contrary to all sound princi- 
ples of banking for a banker to advance money on 
dead security. In the first place, such loans do not 
create any banking capital ; and, in the second 
place, they cannot be suddenly called up, in case any 
contraction of the banking capital should render it 
necessary. 

In admitting that banking, by granting facilities to 
trade, necessarily grants facilities, to a certain extent, 
to speculation, it is not admitted that bankers generally 
have granted facilities to speculation beyond the fair 
operations of their trade. All speculation, by in- 
creasing the number and amount of commercial 
transactions, puts into motion a greater quantity of 
money. This money is supplied by the bankers 
either in the way of repayment of deposits, or of dis- 
counting of. bills, or by loans. Now, as increased 
issues on the part of the banks are almost simultane- 
ous with a spirit of speculation, it has been inferred 



OF BANKING. 139 

that the issues of the notes have excited the spirit of 
speculation, whereas it has been the spirit of specu- 
lation that has called out the notes. In the years 
1824 and 1825, as the speculations increased, the 
issues of notes increased ; and when the speculations 
were over, the notes returned. This was the case 
not merely in England, but also in Scotland, though 
none of the Scotch banks sustained the least diminu- 
tion of public confidence. 

Another charge that has often been preferred 
against banks of circulation is, that by an increased 
issue of their notes they have caused a general rise 
in prices. 

In investigating this charge, it will be proper to 
inquire what are the cases in which an increased* 
issue of notes may produce a rise in prices. 

It cannot be denied that if any bank have the pri- 
vilege of issuing notes, not convertible into gold — 
that is, not payable in gold on demand — the notes 
may be issued to such an amount as to cause a con- 
siderable advance in prices. It is now generally 
believed that the issues of the bank of England 
during the operation of the Restriction Act, did pro- 
duce this effect. It may also be admitted that in a 
country where there is one chief bank, possessing an 
immense capital and unbounded confidence, the 
notes of such a bank, even if payable in gold, may 
be issued to such an extent as to cause an advance of 
prices, until an unfavourable course of the exchange 
shall cause payment of the notes to be demanded in 
gold. For gold will not be demanded until the 
course of the exchange is so unfavourable as to cause 
the exportation of gold to be attended with profit. 
Hence the issues of the bank of England being at 
present under no other restraint than liability to pay 
in gold on demand, may for a time cause an advance 
in prices. 

In cases where the increased issue of notes is 
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caused by the increased quantity of commodities 
brought to market, the additional amount of notes 
put into circulation does not cause - any advance of 
prices. In all agricultural districts there is a great 
demand for notes, about the season of harvest, to pay 
for the produce then brought to market. In the 
south of Ireland the amount of notes in circulation 
is much greater in the winter, when corn and bacon 
are being exported, than in the summer months. 
Almost every trade and every kind of manufacture is 
carried on with more activity at some periods of the 
year than at others ; and during the active seasons 
when money is in demand, more notes are in cir- 
culation. These notes are at such periods drawn 
out of the banks, either as repayments of money 
lodged, or by discount of the bills drawn against the 
exported commodities. 

An increased issue of notes often causes the pro- 
duction of an additional quantity of commodities, and 
in this case does not produce an advance of prices. 
The issue of notes will be either in the form of 
discounts, or loans, or the repayment of deposits. 
In either case the parties receiving the money will 
spend it, and a demand will thus be occasioned 
for a certain class of commodities. If this demand 
should not exceed the quantity that can be readily 
supplied, there will be no advance of price. The 
parties who receive the money from the banker may 
give it to the dealer in exchange for the articles they 
purchase. The dealer wishes to replace the goods he 
has sold, and passes the money for more goods to the 
manufacturer. The manufacturer consequently buys 
more raw material and employs more labourers: 
An increased quantity of goods is thus produced, and 
exchanged against the increased quantity of money. 
But while the supply can keep pace with the demand, 
the price will remain the same ; it is only when the 
demand exceeds the supply, and the commodities are 
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consequently comparatively scarce, that the price 
will advance. 

In many cases, an increased issue of notes is not 
the cause but the effect of an advance of prices. If a 
Yorkshire clothier sells a thousand pounds' worth of 
goods to a London merchant, he will draw a bill for 
a thousand pounds, and take it for discount to a 
country banker, whose notes for a thousand pounds 
may thus be put into circulation ; but if, in conse- 
quence of a scarcity of wool, or from any other cause, 
the goods that were sold for a thousand pounds are 
now worth two thousand pounds, then will the 
banker discount a bill for two thousand pounds, and 
put into circulation two thousand pounds of his notes. 
In this case it is obvious that the issue of notes is not 
the cause of the high price of wool ; but that the high 
price of wool is the cause of the increased issue of 
notes. Such is often the case with many other com- 
modities ; a real or apprehended scarcity causes an 
advance in price. The same commodity exchanges 
for a greater quantity of money. The bills are 
drawn for higher sums, and the bankers who discount 
these bills issue, of course, a greater amount of notes. 
The rise in price, too, renders more capital necessary 
to carry on the same extent of business. Many per- 
sons who had money in the bank on interest will now 
draw it out, to employ it in their trade, and these 
operations will occasion a still farther issue of notes. 
A rise in the price of one commodity will sometimes 
advance the price of other commodities, and hence 
similiar banking operations are affected by persons 
engaged iu other branches of trade. The process by 
which high prices cause an increase in the amount 
of notes in circulation, can thus be easily and obvi- 
ously traced. 

In cases where an increased issue of notes does 
cause an advance of price, the advance can be but 
temporary, and this advance may generally be 
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ascribed to a spirit of speculation on the part of the 
dealers, and not to an excessive issue on the part of 
the banks. As the prices of all commodities are 
regulated by the proportion that may exist between 
the demand and the supply, whenever an increased 
issue of notes raises prices, it must be either by 
increasing the demand for commodities, or diminish* 
ing the supply. The cases in which an increased 
issue of notes may cause an advance of prices, are 
chiefly those in which the money is employed in 
purchasing such commodities as cannot be readily 
produced by human labour. Thus, if a banker lend 
money to a corn merchant to purchase a stock of 
corn, he increases the demand for corn. If he lend 
money to a farmer to enable him to pay his rent 
without selling his corn, he diminishes the supply. 
In both cases he may cause an advance in price. 
But even in this case, the most unpopular that 
can well be imagined, the effect on price will be 
but temporary : for these speculations do not dimi- 
nish the quantity of corn in the country. The sup- 
plies now withheld must ultimately be sold, and in 
proportion as they advance the price when withheld, 
will they lower the price when brought to market. 
A degree of speculation in some commodity or other 
is always on foot, and occasions fluctuations in the 
price. The banks have no control over these 
speculations, and ought not to be deemed answerable 
for the changes they occasion. To suppose that the 
banks can so regulate their issues as to maintain 
permanent prices, is to ascribe to them a power 
which they do not possess, and which, if they did 
possess, they ought never to use. 

There are various cases wherein an increased issue 
of notes causes a reduction of prices. The specula- 
tions which advance prices are chiefly those carried 
on by dealers. The speculations of producers who 
invest their capital in new undertakings, with the 



OF BANKING. 143 

view of producing any given commodities at a less 
cost, will, if successful, reduce the price to the con- 
sumer, and so far as such speculations are assisted by 
the banks, the issue of notes thus occasioned tends to 
the reduction of prices. An advance of money which 
enables a farmer to bestow a higher degree of culti- 
vation on his land — which enables a manufacturer or 
a tradesman to extend his business — has the effect 
of increasing the quantity of commodities offered for 
sale, and, consequently, to reduce the price. The 
banks, too, by advancing capital on lower terms than 
it could be otherwise obtained, diminish the cost 
of production, and consequently, the price. The 
banks still farther reduce prices by destroying mono- 
poly. In towns where there are no banks, a few 
monied men have all the trade in their own hands ; 
but when a bank is established, other persons of cha- 
racter are enabled to borrow capital of the bankers. 
Thus monopoly is destroyed, competition is produced, 
and prices fall. Hence it is obvious, that in the 
ordinary course of business the issues of the banks 
tend not to advance but to lower prices. 

The effect which the amount of notes in circulation 
has upon the foreign exchanges has been the subject 
of much discussion. One party contended, that as the 
amount of notes increases, the exchange must become 
unfavourable. Another party maintained, that the 
exchanges were not at all affected by the issue of 
notes, but by the state of foreign trade. The authors 
of the Report of the Bullion Committee expressed the 
former opinion, some of the Bank Directors main- 
tained the latter.* 

It is obvious that the exchanges are regulated by the 
amount of gold that is required to be sent abroad, 
either to pay the balance of trade, or to pay our armies, 
or to subsidize foreign powers, or as rents to absentees, 
or for some other purpose. Now it is clear that an 
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increased or diminished issue of notes will in no way 
diminish the amount of gold that is to be sent abroad, 
and therefore can have no direct effect upon the ex- 
changes. If we owe the gold, we must pay it. We 
may diminish our issues of notes, but that will not pay 
our debts. If, then, the issues of notes have any effect 
upon the exchanges, it must be in an indirect way. 

I have already stated that an increased issue of notes 
can have no effect upon the prices of commodities at 
home, but by influencing either the supply or the 
demand. If the increased quantity of money raises 
the demand for commodities beyond a certain point, 
it will advance the price. And if it increases the 
supply, it will lower the price ; but in no way can the 
quantity of money in circulation affect the price of 
commodities but through the channels of supply attd 
demand. Just so with the foreign exchanges. Aft 
unfavourable course of exchange arises generally frarii 
our owinga sum of money which We have to pay in'coii'- 
sequence of our imports having exceeded our exports 
An increased quantity of money, therefore, to affect 
the exchanges must diminish the amount of* <mt 
foreign debt, and it can do this only by eithe* in- 
creasing our exports or diminishing our imports! 
When money is abundant our merchants fcfcn iiii^ort 
more than formerly. This increases our debt. Tfrfc 
importers are disposed to lay in stocks of goods, and 
the competition, between the importers raises the 

Erice they give to the foreigner. Hence there are 
eavy sums to be sent abroad. It is true that wheft 
money is abundant our manufacturers and exporters 
can also export more goods, but the competition 
among exporters diminishes the price to the foreigner; 
and hence we have a less proportionate sum to 
receive. The exporter, too, having abundance 5 6f 
money, gives the foreigner long credit, andherictethe 
money is not received in England for a considerable 
time after the goods have been shipped. Intheihe&A 
time the exchanges become unfavourable, and gold 
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must be sent abroad. Now suppose in this state uf 
things the bank contract their issues ; money become-; 
scarce — bills cannot be discounted, and trade is dull. 
Now, then, the importer having already a heavy 
stock of goods will buy no more, he is anxious to sell 
for be has not now sufficient capital to keep so large 
a stock. A general desire of selling will cause a fall 
of price. Fewer commodities will now be imported, 
and these obtained at a less price, hence there is less 
money due to the foreigner. The exporters on the 
other hand, deprived also of their usual accommoda- 
tion, cannot carry on business to the same extent — 
the supply will be reduced — the competition is less, 
and prices rise to the foreigner. The exporters, 
too, cannot now give such long credit as formerly ; 
they will call in the sums due to them, and hence 
more money must come in from abroad. As, then, 
we have to pay other nations a less amount of money 
for our imports, and they have to pay us a greater 
amount for our exports, the exchanges will become 
favourable. It is obvious that this operation will 
cause great embarrassment in trade ; in fact it is only 
by producing embarrassment, that a contraction of 
the currency can affect the exchanges. 

The amount of notes in circulation affects the 
foreign exchanges in another way. When an increased 
issue takes place, money becomes more abundant ; the 
lenders are more numerous, and the supply of capital 
is increased. Hence the price given for the loan of 
money, that is the rate of- interest, falls. Persons who 
have money to employ will find they cannot obtain 
the same interest as formerly, hence they will be 
disposed to invest it in the foreign funds, where it 
can be employed to greater advantage. In order to 
remit this money they will purchase foreign bills ; 
this demand for foreign bills will advance their price, 
and the exchanges will consequently be unfavourable. 
On the other hand, when the circulation is consid- 
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erably reduced, money becomes scarce, a higher 
price will be given for the use of it, the rate of 
interest rises ; persons who have property abroad will 
be disposed to bring it home, where it can be more 
profitably invested ; they will draw bills against it 
and sell them in the market. This new supply of 
bills will lower the price, and make the exchanges 
favourable. 

It should always be recollected that the transmis- 
sion of money as subsidies, loans, or for investment in 
the foreign funds, will have the same effect upon the 
exchanges as though it were transmitted in payment 
of commodities imported. Whenever, therefore, the 
issue of notes shall, directly or indirectly, cause a 
transmission of money from one country to another, 
the exchanges will be affected. But when this shall 
not be the case, the expansion or contraction of the cur- 
rency will have no effect upon the foreign exchange. 



SECTION XL 

BANKS OF DISCOUNT. 

A considerable branch of the business of modern 
banking consists in discounting bills of exchange. 
As they have only a short time to run before they fall 
due, tne capital advanced soon returns ; and being 
transferable, they can, if necessary, be re-discounted. 
Hence they are admirably adapted for the purposes 
of the bankers : for, as the advances of bankers to 
their customers are made with other people's money, 
and that money may at any time be withdrawn, it 
becomes necessary that the securities on which those 
advances are made should rapidly revolve and be at 
all times convertible. By means of bills of exchange 
bankers can easily extend or diminish their advances 
in proportion to the capital they may have to employ, 
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If they find that the amount of their deposits or the 
amount of their circulation is diminishing, they will 
dimmish their discounts. If these increase, they may 
increase their discounts, 

I. Nature and Origin of Bills of Exchange. — Bills 
of exchange are said to have been invented in the 
fourteenth century, by the Jews or the Lombards, for 
the purpose of withdrawing their property from the 
countries from which they were expelled. The 
drawer and the acceptor of a bill were two persons, 
residing at two distant places, and the bill was pro- 
bably nothing more than a written order delivered to 
a third person, who was going to visit the place where 
the debtor Tesided, and who would return with the 
money to the drawer. But it might happen that this 
person was not going to return ; in this case he might 
advance to the creditor the amount of the order, 
and receive the money again from the debtor when he 
arrived at his journey's end. But this third person 
might not be going to the place where the debtor 
resided, he might be going only a part of the way, 
and he might then fall in with some other person who 
was going the other part ; he would then request this 

■ other person to advance him the money in exchange 
for the order he had received from the creditor, and the 
order would then be transferred. It would thus be 
discovered that as a creditor might give an order 
upon his debtor to a third person, this third person 
might transfer the order to a fourth, the fourth to a 
fifth, and so on. To effect these transactions it would 
be necessary that each person receiving the order or 
bill, had confidence in the drawer or some of the 
endorsers, and also that each person receiving it 
should have some compensation for the trouble it 
occasioned him. If the order were not payable on 

1 demand, but at some months after date, the compen- 
sation would be increased by the amount of interest 
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for the time the order had to run before it would be 
payable. 

Such is at present the case. The drawer of a bill 
on a person residing in the country sells it on the 
exchange. Foreign bills are never said to be dis- 
counted, but to be sold; for the person who gives the 
drawer the amount, is supposed to deduct not only 
the interest on the bill, but also the expense of its 
transmission. The buyer of a bill is a person who 
owes a sum of money to a person in another country, 
(gay in France) and who wants a bill to remit thither 
to pay his debt. The seller of a bill is a person who 
has exported a quantity of goods to France, and who 
draws a bill for the amount ; it will be for the con- 
venience of these two people to deal together : the 
buyer will give his money in exchange for the bill, 
which he will send to his creditor in France, and the 
seller will give his bill in exchange for the buyer s 
money, by which he is paid for the goods he has 
exported. If this money is equal to the amount of 
the bill, minus only what may be deemed equal to 
the discount and the expense of transmission, the 
exchange is said to be at par ; but there are various 
circumstances which may cause the exchange to be 
either above or below par, and the price given for 
bills of exchange will vary accordingly. 

When two nations exchange their commodities with 
each other to exactly the same amount, the buyers 
will be just as numerous as the sellers. The demand 
for bills and the supply of bills will be equal ; the 
exchange will now be at par ; but it rarely or never 
happens that the exports and imports between any 
two countries are precisely the same ; and as gold is 
the medium of traffic between nations as well as 
between individuals, the balance or difference between 
the purchases and the sales must be remitted in that 
metal. Now the expense in freight and insurance of 
sending a quantity of gold from one country to 
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another will not be inconsiderable. If, then, I owe 
a sum of money to a merchant in France, 1 would be 
willing to give something more than that sum for a 
bill rather than submit to the expense and trouble of 
remitting gold. But if the bill would cost more than 
the expense at which I could send the gold, why, 
then the gold should go, It is evident, then, that 
in that nation which is in debt to another nation, and 
which, consequently, has to send gold to pay its debts, 
the demand for bills of exchange will be greater than 
the supply. These bills will be sold for more than 
tiie amount of the money for which they are drawn ; 
they are then at a premium, but this premium never 
can rise higher than the expense of remitting an 
equal amount in gold : for if it were cheaper to remit 
gold, the gold would be remitted. 

The price of bills in the market is usually called 
the rate of exchange, and when the balance of trade 
is against a country and gold must be remitted to pay 
that balance, and consequently the price of foreign 
bills rises beyond their Teal value or par, then the 
course of exchange is said to be against that country : 
thus, for instance, if in London I can sell a bill on 
Paris for more than the amount for which it is drawn, 
then the course of exchange is said to be against 
England and in favour of France ; but if I am 
obliged to sell my bill for less than the amount, then 
the exchange is against France and in favour of 
England. The price of bills is regulated entirely by 
the proportion that may exist between the demand 
and the supply, and the demand and the supply are 
regulated chiefly by the state of trade between the 
respective countries. 

The trafficking in bills of exchange is now a dis- 
tinct branch of business. When bills, say on France, 
are at a high premium in our market, a house in 
London will draw bills upon a house in Paris, and 
the bills will be sold at a good price. On the other 
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hand, when bills on England are at a high premium 
> in the Paris markets, a house in Paris will draw upon 
a house in London and sell the bill in the Paris 
market. This seems to be a very honorable kind of 
business, but it is said that some inferior persons 
engaged in this traffick, sometimes have recourse to 
unjustifiable means of raising or lowering the price 
of bills,- in the same way as stock jobbers are said to 
do to effect the value of the public funds. 

Not only are bills employed as the means of trans- 
mitting money from one country to another, but also 
as the means of making remittances from one town 
to another. If a person in a country town wishes v to 
send money to London, he can go to the bank and 
procure a bill upon a banker in London. If, he wants 
to receive money from London, he will draw a bill 
, upon his debtor and get the money for it at the bank. 
If he wish to send money from one provincial town 
to another, he will get from the bank a bill upon a 
London banker and send it to his correspondent by 
post. When the country banker discounts, or it 
would be called in the foreign market, buys a bill, 
he usually charges, in addition to the discount, a 
commission to pay the expense of its transmission and 
collection. And when he issues or sells a bill, he 
usually gives in exchange for cash a bill at a certain 
number of days after date. Hence the number of 
days at which a provincial banker is in the habit of 
drawing upon his London agent is usually called the 
-par of exchange between that place and London. 

II. Advantages of Bills. — Besides their utility as a 
means of transferring money from one place to 
another, bills have the following advantages. 

1. Bills are a means of transferring debts from 
one person to another. If I owe a man 100Z. and 
another man owes me 100/., I will draw a bill for 
that amount on my debtor and give it to my creditor. 
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I have thus transferred the debt from my debtor to 
my creditor, and my own debt is liquidated. My . 
debtor, instead of paying me the money he owed me, 
will pay it to the holder of the bill. My creditor 
will now look for payment to my debtor, and consider 
me simply aa a guarantee for the payment of the bill. 
If he wishes to make use of the bill he will again 
transfer the debt to another party, placing his own 
name on the bill as an additional guarantee. The 
bill may thus pass through a variety of hands, and 
liquidate a great number of debts, before it becomes 
due. When due, it will be paid by the acceptor, 
who was the original debtor, and all these interme- 
diate transactions will be closed. Hence, in Lanca- 
shire, bills of exchange serve the purpose of a circu- 
lating medium, in the same way as bank notes. The 
only difference is, that in transferring a bank note 
you are not responsible for its ultimate payment ; but 
in passing a bill of exchange you place your name 
on it as a guarantee. A bill of exchange, too, cannot 
always be passed for its full amount, but you will 
have to pay a discount according to the time it has to 
run before it will fall due. 

2. Bills fix the period for the payment of debts, 
and in case of litigation they afford an easy proof of 
the debt. A person will have little scruple in putting 
oil' a tradesman to whom, he owes money, and the 
creditor dares not be urgent lest the debtor should 
no longer deal with him, hence the time of payment 
can never be calculated upon with certainty. But if 
the customer has given a bill for the amount he owes, 
that bill will circulate into the hands of other persons 
who will be more peremptory in demanding payment, 
and whose applications cannot be disregarded with 
impunity. Besides, if a man dishonour his accept- 
ance, his character is stamped at once in the commer- 
ial world as being either very poor, very negligent, 
or very unprincipled, and at no future time will he 
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f -be able to raise money upon the credit of his name. 
Hence many persons who are very taTdy in paying a 
hook debt, are very punctual in paying their bills. 
In case, too, a tradesman is under the necessity of 
bringing an action at law against his customer, he 
will have to prove the actual delivery of every article 
mentioned in his account. This, at a distance of 
time, is often difficult to do ; but if a bill has been 
accepted for the amount, it is only necessary to prove 
that the acceptance is in the defendant's hand writing. 
3. Bills enable a tradesman to carry on a more 
extensive business with the same amount of capital. 
If^ by the custom of trade, a dealer gives his cus- 
tomers three months' credit, he can, during that 
period, make no use of that portion of his capital 
which is invested in the commodities they have 
purchased ; but if they accept his bills, drawn at 
three months after date, he can, if in good credit, 
get those bills discounted a* the bank in his town, 
and then employ this money in the farther extension 
of his business. He will thus, while selling on 
credit, obtain nearly the same advantages as though 
he sold for ready money; Should he, instead of 
having these bills discounted, pay them to the* ma- 
nufacturer or wholesale-house of whom he makes his 
purchases, it will amount to nearly the same thing. 
The whole of his capital is thus kept in motion, and 
is not diminished by any amount of outstanding 
debts. To give credit without drawing bills requires 
that a tradesman should have a large capital. To 
give no credit will restrict his business. By means 
of bills he is enabled to give credit and to extend 
his business, without requiring any addition to his 
capital. 

« 4. Bills afford an easy way of giving a guarantee. 
A person may wish to borrow money of me, and- J 
may be unwilling to lend it to him unless he procure 
a- more wealthy person to guarantee the repayment 
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at a given time. If lie has a friend that will do this, 
the most easy way of effecting the guarantee is by 
means of a bill drawn by the borrower upon his 
friend. This, in point of security, is the same thing 
as a letter of guarantee; but it has also this addi- 
tional advantage, that if I should want the money 
before the time fixed for its re-payment, I can get 
this bill discounted and reimburse myself the money 
I have advanced. Bills of this description are called 
accommodation-bills, or wind-bills, or kites. When 
employed only as a means of affording occasional 
assistance to a needy friend, or for raising a sum of 
money for a short time, to meet an unexpected call, 
they do not appear to be very objectionable. But 
when systematically pursued for the purpose of raising 
a fictitious capital whereon to trade, they uniformly 
indicate the folly and effect the ruin of all the parties 
concerned. 

5. Bills are the means of facilitating the removal 
of capital from one branch of trade to another as cir- 
cumstances may require. When the demand for any 
commodity increases, the price advances, and more 
capital is put into requisition to increase the supply. 
When the demand for any commodity declines, the 
price falls, the trade is bad, and capital will be with- 
drawn to be invested in a more profitable employ- 
ment. Every branch of trade is liable to fluctuations 
from an alteration in the proportion between the 
demand and the supply, and hence capital is con- 
tinually undergoing a transfer from the production 
of those articles for which there is a less demand to 
the production of those articles for which there is a 
greater demand. But in what way is this transfer 
effected ? Is it by a manufacturer leaving one em- 
ployment for another? No. The manufacturer in 
the declining trade will reduce his capital, while the 
manufacturer in the prosperous trade will augment 
his capital ; and the transfer of capital from one 
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trade to the other is effected chiefly by bills of ex- 
change. The manufacturer who has sold a less 
quantity of commodities will have fewer bills for his 
banker to discount; the other, having sold a greater 
quantity of commodities, has more bills for discount. 
The banker's capital, which he employs chiefly in 
the discount of bills, is thus easily transferred from 
one branch of manufacture to another, in exact pro- 
portion to the circumstances of the respective parties. 
On this subject we quote Mr. Ricardo : 

" In all rich countries there is a number of men 
forming what is called a moneyed class. These men 
are engaged in no trade, but live on the interest of 
their money, which is employed in discounting bills, 
or in loans to the more industrious part of the com- 
munity. The bankers too, employ a large capital on 
the same objects. The capital so employed forms a 
circulating capital of a large amount, and is employed 
in larger or smaller proportions by all the different 
trades of a country. There is, perhaps, no manu- 
facturer, however rich, who limits his business to the 
extent that his own funds alone will allow, he has 
always some portion of this floating capital increasing 
or diminishing according to the activity of the de- 
mand for his commodities. When the demand for 
sil^s increases, and that for cloth diminishes, the 
clothier does not remove with his capital to the silk 
trade, but he dismisses some of his workmen, and 
he discontinues his demand for the loan from bankers 
and monied men. While the case of the silk manu- 
facturer is the reverse : he wishes to employ more 
workmen, and thus his motive for borrowing is 
increased ; he borrows more, and thus capital is 
transferred from one employment to another without 
the necessity of a manufacturer discontinuing his 
usual occupation."* 



* Ricardo' s Principles of Political Economy, page 84. 
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f III. Classes of Bills.— The bills presented td a bank 
for discount may generally be divided into the follow- 
ing classes. 

1. Bills drawn by producers or manufacturers upon 
wholesale dealers. 

2. Bills drawn by wholesale dealers upon retail 
dealers. 

3. Bills drawn by retail dealers upon consumers. 

4. Bills not arising out of trade, but yet drawn 
against value, as rents, &c. 

5. Kites, or accommodation bills. 

The first two classes of bills are the best, and are 
fair legitimate bills for bankers to discount. 

The third class ought not be too much encouraged. 
They are for comparatively small amounts, and are 
drawn by shopkeepers and tradesmen upon their cus- 
tomers. To discount these bills freely would encou- 
rage extravagance in the acceptors ; and ultimately, 
prove injurious to the drawers. When a man accepts 
bills to his butcher, baker, tailor, upholsterer,. &c, 
he may fairly be suspected of living beyond his income. 
Solvent and regular people pay their tradesmen's 
accounts with ready money. 

The fourth class of bills, though sometimes proper, 
ought not to be too much encouraged. Persons out 
of trade have no business with bills. 

The last class of bills should almost always be 
rejected. To an experienced banker, who knows the 
parties, the discovery of accommodation bills, is by 
no means difficult. They are usually drawn for even 
amounts, for the largest sum that the stamp will bear, 
and for the longest term that the bank will discount, 
and are presented for discount soon after they are 
drawn. The parties are often relations, friends, or 
parties, who, from their avocations, can have no deal- 
ings with each other. 

Not only the parties and the amounts of bills are 
matters of consideration to a banker, but also the 
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time they have to run before they fall doe. A bill 
drawn for a long term after date, is usually styled, 
not perhaps very properly, a long dated bill. A bill 
drawn at a short term, is styled a short dated bill. 

Query j — Is it most for the interest of a bank to dis- 
count long dated bills or short dated bills ? 

Short Bills versus Long Bills. — First : There is more 
safety in discounting short bills, because the parties 
may fail before the long ones become due. Secondly: 
If any given amount of capital be employed in dis- 
counting bills, it will accumulate more rapidly by 
discounting short bills than long bills; operating in 
the same way as money placed at compound interest, 
which increases the faster, as the times of paying the 
interest are more frequent. Thirdly : If a batik charges 
commission on the amount of the bills discounted, 
the commission will be more in the course of a year 
upon any given amount of capital employed in dis- 
counting short bills than employed in disoountinglong 
bills. Fourthly: If a bank issues note$> a greater 
amount of notes will be issued in discounting & suc- 
cession of short bills, than by discounting long bills. 
Thus if I discount a bill for 1000Z. drawn at twelve 
months after date, I issue only 1000Z. of notes ; but if 
I discount in succession four bills each, having only 
three months to run, I issue, in the course of the year, 
4000Z. of notes. Fifthly : Long dated bills lock up 
the funds of a bank so that they cannot be discounted 
with safety but from the bank's own capital: for if a 
bank employs its deposits or its circulation in discount- 
ing long dated bills, and payment of the notes or depo- 
sits should be demanded, the long dated bills 6oul<d not 
be re-discounted, and the bank must stop. Sixthly s 
Long bills may encourage speculation. Persons may 
purchase large quantities of commodities in the expec- 
tation that the price will advance before the long bill$ 
which he accepts in payment shall fall due. But if the 
bills are of short date, the speculation will be prevented. 
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Long Bills versus Short Bills. — First, The amount 
of discount is greater on a long bill than on a short 
bill. If, therefore, a gentleman out of business wants 
a temporary advance, and proposes to draw a hill 
on his frieud, it is better to advise him to draw a 
long bill than a short one. Secondly, Long Bills 
will employ a larger amount of capital. If a banker 
discounts auy given amount per week, he will always 
have twice the amount of hills current, if they are 
drawn at four months 1 date, than he will have if 
they are drawn at two months. And, as bankers 
wish to employ their capital, it will be more for their 
advantage to discount such bills as will employ the 
largest amount. Thirdly, The discounting of long 
dated bills, being a more permanent advance of 
capital, is more beneficial to the commercial and agri- 
cultural classes in the district. If a retail dealer can 
get long bills discounted, he can afford to give longer 
credit, and this will induce his customers to buy more 
goods of him, and he will do more business. If a 
manufacturer or wholesale dealer can get his long 
bills discounted, he also can give longer credit, and 
will sell more goods. If a landlord can get a long 
bill on his tenant discounted, he need not urge him 
for rent, and the money may, in the interim, be 
employed in improving the land. The discounting 
of long bills is similar to a permanent advance of 
capital. The money may be profitably employed, 
and be reproduced before the long bill may become 
due, but if the bill be short this cannot be done. 

IV. Notaries Public. — " A notary was anciently a 
scribe that only took notes or minutes, and made short 
drafts of writings and other instruments, both public 
and private. But, at this day, we call him a notary 
public, who confirms and attests the truth of any 
deeds or writings, in order to render the same 
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authentic. "* This part of the business of a public 
notary must have been very necessary before the dis- 
covery of the art of printing, and wnen many of the 
first men in the state were unable to read or write. 
. We find that some public documents have been 
attested by notaries in the following form — " As my 
Lord Bishop is unable to write, I do hereby certify, 
that the above is his mark." These notaries were 
appointed by the archbishop of Canterbury, and took 
an oath of fidelity on receiving their appointment. 
All instruments made by them were considered 
public instruments, and were received as evidence 
in the courts of law. 

The business of a notary in the present day in- 
cludes the making of wills, drawing up powers of 
attorney, bonds of arbitration, bills of sale, charter 
parties, and attestations. The drawing of instru-^ 
merits of this description, constitutes almost the sole 
employment of some notaries, while the chief busi- 
ness of others consists in noting and protesting bills 
of exchange. Some notaries are translators of lan- 
guages, but more frequently they employ a foreigner 
for this purpose. 

The difference between the noting and the pro- 
testing of a bill of exchange for non-payment, is this : 
In noting, the notary, after having presented the bill 
at the proper place, and demanded payment, attaches 
to it a small piece of paper, on whicn he writes the 
amount of his charge and the reason why the bill is 
not paid — such as "no effects," "no advice," "out, 
no orders," "will be paid to-morrow," &c. This 
piece of paper is called "the notary's ticket," and 
the writing on it is called "the notary's answer." 
Some notaries have their name and address printed 
on their tickets. The notary also places on the 
bottom part of the bill, in front, the initials of his 



* Burns' Ecclesiastical Law, vol. iii. page 1. 
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name, the amount of his fee, and the date of the 
noting. The same form is used in noting a bill for 
non-afcceptance. 

The practice of noting bills of exchange is not 
recognized by the laws of England. It is said to 
have taken its rise from the following circumstance : 
after the modern system of banking was established, 
and bills of exchange became numerous, it was cus-* 
tomary for one of the clerks of the banking-house to 
act as a notary. If the bill had been presented in 
the morning and was not paid, he called in the even- 
ing to ask the reason of its non-payment, and he 
charged a small fee for this additional trouble. By 
degrees this practice became established, and, ulti- 
mately, a notary public was employed for the purpose. 

A protest is a legal instrument, drawn on stamped 
paper, generally according to the following form : — 

On this day, Wednesday, the first day of January, one thousand, 
eight hundred, and thirty-/owr, I, A.B., Public Notary, by legal autho- 
rity, admitted and sworn, dwelling in the city of , did present for 
payment the original bill (a true copy whereof is within written,) to 
a woman at , who replied, that said bill could not then 
be paid* 

Wherefore, I, the said notary, do solemnly protest against the 
drawer and endorsers of the said bill, and all others therein concerned, 
for all exchange, re-exchange, losses, costs, interest and damages, 
suffered and to be suffered, for want of payment of said bill. Thus 
done in my office, the day and year aforesaid, 

Which I attest, 

A. B. Not. Pub. 

If a bill has been protested for non-acceptance, it 
must, when due, be again protested for non-payment. 
The holder of a protested bill should immediately 
send the protest to the party of whom the bill had 
been received. If the bill was only noted, the party 
should receive due notice. 

If an action be brought upon a bill which has been 
only noted, it will be necessary to produce a witness 
in court, to prove that the bill wad duly and properly 
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presented for payment : but if the bill has been pro- 
tested, the production of the protest will be sufficient 
evidence. No action can be brought upon a foreign 
bill, unless it has been protested. But if the bill has 
been duly noted, a protest may be drawn up at any 
time previous to the commencement of a suit, with- 
out a second presentation of the bill at the place 
where it was pavable. 

An inland bill may be protested for non-acceptance 
if it be above 5/., if drawn after date, and if the value 
is stated therein to be received. Inland bills, in such 
cases, may also be protested for non-payment, if they 
have been accepted. No other inland bills can 
legally be protested. This excludes bills drawn after 
sight, or for a less sum than 51. 

Although every foreign bill must be protested, yet 
it is not considered absolutely necessary that an 
inland bill should be either noted or protested, in 
order to sustain an action for the amount. 

A bill is usually noted or protested for non-pay- 
ment after bank hours, on the evening of the day on 
which it falls due. But if not done then, it may be 
noted or protested at any subsequent time. The omis- 
sion of the noting or protesting by the holder does not 
nullify his claims upon any of the antecedent parties, 
provided they received due notice of the dishonour. 
Foreign bills should be noted on the day that accept- ! 
ance or payment was refused. Inland bills may 
also be noted on that day, but a protest for non-pay- 
ment of an inland bill cannot be made out until the 
day after it is due. 

If a bill be refused acceptance by the drawee, and 
another party accept it for honour of the drawer or of 
an endorser, it must again be protested for non-pay- 
ment by the drawee before an action can be sustained' 
against the acceptor. 

In London it is not the custom to protest inland v 
bills at alL And in case of non-acceptance, they are 
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tiot oven noted, unless drawn after sight. It is then 
neeessary that they should he noted in order to fix 
the time on which they fall duo. Inland bills are 
always noted for non-payment. Foreign hills are 
protested both for non-acceptance and for non-pay- 
ment. Bills drawn from Ireland or from Scotland 
are regarded as foreign bills. The notary's charge 
for noting a bill within the site of the ancient walls 
of the city of London, is lis. Gd. Beyond those 
limits the charges are 2s. Gd., 3s. Gd., 5s., and 6s. 6d., 
according to the distance. The charges for protest- 
ing a bill under 20/. is 7s. Grf.,— from 20/. to 100/. it 
is 8s. 6d., — 100/. to 500/. it is 10s. 6<i — 500/. and 
upwards it is 17s. Hd. The charges of notaries in 
London are not fixed by law, but are regulated by a 
society which they have established themselves, and 
which issues printed rules, a copy of which is given 
to each notary. Mr. Justice Bayley has stated posi- 
tively, that if a bill be paid when presented by the 
notary, the acceptor is not bound to pay the expense 
of noting. But this is contrary to the usual practice. 
In such cases, the notaries always refuse to take the 
money for the bill, unless they are paid the noting 
fees at the same time. 

It is customary for the country bankers to re-issue 
the London bills they have discounted. In this case 
they always endorse the bills, and place on them a 
'} case of need." A case of need is a reference for 
payment to a merchant or banker in London if the 
bill should not be paid by the party on whom it is 
drawn. This reference is made by writing on the 
back of the bill at bottom — H In case of need apply to 
Messrs. A. B. & Co." If, then, the bill should 'not 
be paid, Messrs. A. B. & Co., will pay it for honour of 
the endorser. The advantage of placing a case of 
need upon a bill is, that the party endorsing it receives 
it back sooner in case of non-payment. Italsomakes 
the bill more respectable, and secures its oirculatic 
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The notaries always observe these " cases of need," 
and after having noted the bill apply to the referee. 

In the year 1801, an Act of parliament was passed, 
for the better regulation of public notaries in England. 
It enacts, that from and after the first day of August, 
1801, no person shall be admitted as a notary, unless 
he shall have served as an apprentice for seven years 
to a public notary, or to a scrivener, being also a 
public notary. Within three months after the date 
of the indenture of apprenticeship, one of the sub- 
scribing witnesses must make an affidavit of the fact 
before the master of the Faculties of his grace the lord 
archbishop of Canterbury, in London, his surrogate, 
or commissioner. This affidavit is to be entered in a 
book, for which the clerk may charge the sum of 5s. , 
and this book may be searched by any person on 
paying the sum of Is. for each search. Every person, 
previous to being enrolled as a notary, must also 
make an affidavit that he has served an apprentice- 
ship of seven years, and that during the whole of that 
time he has been actually employed in the business. 
No public notary can have an apprentice but while 
he actually practices. Persons applying for a faculty 
to become notaries within the jurisdiction of the 
company of scriveners, must previously take their 
freedom of that company. Any person doing any 
thing belonging to the office of the notary, without 
being enrolled, shall forfeit the sum of 50/. 

In the year 1833, an Act was passed to alter and 
amend the Act of 1801, for the better regulation of 
public notaries in England. It limits the operation 
of the former Act to the city of London and liberties 
of Westminster, the borough of South wark, and the 
circuit of ten miles from the Royal Exchange, in 
the said city of London. Beyond those limits the 
archbishop of Canterbury may authorize attorneys, 
solicitors, and proctors, to practise as notaries within 
any district in which it shall be made to appear to 
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the master of the court of Faculties, that there is not 
(or shall not hereafter be) a sufficient number of 
such notaries public. (3 & 4 W. IV. c. 70.) 

In default oi a notary public, a bill may be protested 
for non-acceptance or non-payment by any other sub- 
stantial person of the city, town, or place where such 
bill or note shall be so dishonoured, in the presence 
of two or more credible witnesses, which protest shall 
be made and written under a fair written copy of 
such bill or note. 

V. The rate of Discount. — During the middle 
ages it was believed that all interest taken for the 
loan of money was unjust and unscriptural, and the 
lender was stigmatised as a usurer. 

Though this notion has been altogether discarded 
in modern times, it may not have been either perni- 
cious or absurd at the time it was introduced. It 
originated when the population was purely agricul- 
tural. That a man who borrows money with a view 
of making a profit by it, should give some portion of 
his profit to the lender, is a self-evident principle of 
natural justice. A man makes a profit usually by 
means of traffick. But in a country purely agri- 
cultural, and under such a government as was the 
feudal system, there can be but little traffick, and 
hence but little profit. Besides, in an agricultural 
country a person seldom wants to borrow money 
except he be reduced to poverty or distress by mis- 
fortune. Now for a rich man who has money which 
he cannot profitably employ, to charge interest for a 
loan to a man in distress, appears to be consistent with 
neither justice nor benevolence. 

Erroneous views are often entertained of the Mosaic 
laws, from neglecting to consider the state of the 
people to whom those laws were given. It was the 
object of the Jewish legislator to make the Jews 
purely agricultural people. The promotion of 
M 2 
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culture was, as Montesquieu would say, the spirit of 
his laws. Hence he prohibited the taking of interest 
for the loan of money. By this means he interdicted 
commerce. His design was to prevent the Israelites 
associating with the surrounding nations and learning 
their idolatrous practices. But even Moses permitted 
the Jews to take interest for money lent to strangers ; 
a circumstance which proves that the prohibition was 
only a political and not a moral precept. If the 
taking of interest for money were morally wrong, it 
would have been forbidden in all cases. But in the 
middle ages the political and the moral laws of 
Moses were confounded together, and all of them 
were supposed to be of perpetual obligation upon all 
nations. These opinions, which might have been 
useful in a purely agricultural state, were still in- 
dulged when a change of manners required that this 
country should become commercial. If we admitted 
the unlawfulness of taking interest for money we 
might on the same principle condemn all kinds of 
commerce, and even all profitable investment of 
capital. Where is the difference between taking 
money for the use of money, and taking money for 
the use of commodities that are purchased with 
money ? If I lay out 100Z. in the purchase of a house 
I am allowed to take rent for the use of that house. 
Why, then, if I lend to a friend the 100Z. with which 
he purchases a house, am I to receive no remunera- 
tion ? If we are not allowed to receive any money 
for the loan of money, why are we allowed to receive 
money for the loan of a house or a coach, of any 
other article ? An exorbitant charge for interest is 
certainly unjust, but so is an exorbitant charge for 
any thing else. 

After it had been admitted that it was lawful to 
take interest for the loan of money, the government 
thought proper to limit the amount. In the reign of 
Henry VIII. interest was limited to 10 per cent. 
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James 1. reduced ft to 8 per cent.; at which rate it 
remained till the reign of Charles II., when it was 
reduced to 6 per cent. ; and finally, in the reign of 
queen Anne, it was reduced to 5 per cent. But, in 
Ireland, the legal rate of interest is still 6 per cent. 
However inapplicable these laws may be to our own 
times, they were probably heneficial at the time they 
were enacted. In our time capital has accumulated, 
money is abundant, the lenders are numerous, hence 
competition is sure to take place, and the value of 
money will be regulated in the same way as that of 
any other commodity in the market. But, in those 
times, the lenders were few, and might easily 
combine to fix the rate of interest as they pleased. 
They had, in fact, though not a legal, yet an actual 
monopoly, and hence it was necessary that they, 
like other monopolists, should be placed under re- 
straint. In our times, it is the rate of profit which 
regulates the rate of interest. In those times, it was 
the rate of interest which regulated the rate of profit. 
If the money-lender charged a high rate of interest 
to the merchant, the merchant must have charged a 
higher rate of profit on his goods. Hence, a large 
sum of money would be taken from the pockets of the 
purchasers to be put into the pockets of the money- 
lenders. This additional price, too, put upon the 
goods, would render the public less able and less 
inclined to purchase them. The laws, therefore, 
which restricted the rate of interest were, probably, 
in those times, friendly to trade. 

Sir Josiah Child, in his excellent Essay on Trade, 
accuses the "New-fashioned bankers, 11 ofbeing "the 
main cause of keeping the interest of money at 
least two per cent, higher than otherwise it would 
be; for, by allowing their creditors six per cent., 
they make monied men sit down lazily with so high 
an interest, and not push into commerce with their 
money, as they certainly would do, were it at four or 






166 THE HISTORY AND PRINCIPLES 

three per cent., as in Holland. This high interest 
also keeps the price of land at so low as fifteen years 
purchase. It also makes money scarce in the country, 
seeing that the trade of bankers being only in Lon- 
don, it very much drains the ready money from all 
other parts of the kingdom." 

That we may be able to judge of the truth of 
these accusations, it will be necessary to make some 
observations upon those circumstances which influ- 
ence the rate of interest. 

It has been the opinion of most of our political 
economists, that the rate of interest is regulated by 
the rate of profit. This sentiment has, however, been 
attacked. It has been contended, that the rate of 
interest is not influenced by the average rate of profit, 
but by the quantity of monied capital in the market, 
compared with the wants of the borrowers. In other 
words, that the price of money is influenced by the 
proportion between the demand and the supply. 

This sentiment is undoubtedly right ; but it does 
not overthrow the proposition against which it is ad- 
vanced. The price of money, or of the loan of 
money, is no doubt, like the price of every other 
commodity, regulated at any particular time by the 
proportion between the supply and the demand ; but 
does not the rate of profit regulate the supply and 
the demand ? Will any commercial man borrow 
money when he must give a higher interest for it 
than he can make profit by its use? Or will any 
man lend money at a very low interest, when, by 
engaging in business, he can make a very high 
profit ? It is true that, on particular occasions, and 
under particular circumstances, some individuals 
may do this, but not permanently and universally. 
It is obvious then, that a high rate of interest, in 
proportion to profits, increases the supply of money, 
and diminishes the demand ; and a low rate of 
interest, in proportion to profits, increases the de- 
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maud for the loan of money, and diminishes the 
supply. The rate of interest, therefore, is ultimately 
regulated by the rate of profits. 

When we say the price of cottou is regulated by 
the cost of production, we do not mean to deny that 
the market price of cotton is fixed by the proportion 
between the demand and the supply. On the con- 
trary, this is admitted ; but then it is contended, 
that the supply itself is regulated by the cost of pro- 
duction. If the market price of cotton were so low 
as not to furnish to the grower a fair average of profit 
on the capital employed, then would capital be re- 
moved, after a while, from the cultivation of cotton 
to some other employment. And if the price of 
cotton were so high as to furnish more than the fair 
average of profit, then, after a while, more capital 
would find its way into that employment, the supply 
would be increased, and the prices would fall ; but 
it is only by influencing the supply that the cost of 
production has any effect upon the price. Thus, 
although the cost of production may be the same for 
a number of years, the price may be perpetually 
varying. The price may, from a variety of causes, 
be in a state of constant vibration ; but it cannot 
permanently deviate on one side or the other much 
beyond the line marked out by the cost of pro- 
duction. 

It is the same with the interest of money. It is 
subject to perpetual fluctuation, from the proportion 
between the demand and the supply, but it will not 
deviate far from the line marked out by the rate of 
profit. For the rate of profit not only influences 
the supply (as with cotton) but also influences the 
demand, 

The above reasoning is founded on the supposition 
that those who borrow money, borrow it for the pur- 
pose of investing it in trade, or of making a profit by 
its use. But this is not always the case; and is never 
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the case with the government of a country, who 
always borrow for the purpose of spending. Now 
we can form a judgment as to what portion of his 
profits a merchant is willing to give for the loan of a 
sum of money, but we can form no judgment as to 
the conduct of a profligate rake who wants money to 
spend on his follies. A king or a government is in 
the same state. They will borrow money as cheap as 
they can ; but, at all events, money they will have. 
We cannot, therefore, infer that, because Charles II. 
gave, at times, to the new fashioned bankers, thirty 
per cent, for money, that the average rate of profit 
exceeded thirty per cent. May not, then, these ad- 
vances to the king have had the effect of raising the 
interest of money, and thus justify the accusations of 
Sir Josiah Child ? 

When a number of commercial men borrow money 
of one another, the permanent regulator of the rate of 
interest is the rate of profit ; and the immediate regu- 
lator is the proportion between the demand and the 
supply. But when a new party comes into the 
market, who has no common interest with them, 
who does not borrow money to trade with, but to 
spend, the permanent regulator (the rate of profit) 
loses its influence, and the sole regulator is then the 
proportion between the demand and the supply. 
The loans to the king created a much greater de- 
mand for money, and the rate of interest conse- 
quently rose. These demands were to so great an 
amount, and were so frequently repeated, that the 
rate of interest became permanently high. Many 
individuals would, no doubt, (as Sir Josiah Child 
states they did) withdraw their capitals from trade, 
and live upon the interest of their money. And 
others, who were in business, would employ their 
superfluous capital in lending it at interest, rather 
than in extending their business. Those commercial 
men who now wanted to borrow money must give 
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a higher interest for it than they did before. To 
enable themselves to do this, they must charge a 
higher profit on their goods. Thus then, in this 
artificial state of the money market, it appears rea- 
sonable to suppose that the rate of interest may 
have regulated the rate of profits, instead of the 
rate of profits regulating the rate of interest, which 
is the natural state. 

As the rate of interest is regulated by the propor- 
tion between the demand and the supply of money, it 
will vary, not only in different countries, but in dif- 
ferent provinces of the same country, according to 
the proportions found to exist. In the London money 
market the rate of interest is usually much less than 
in the country. The price of any commodity when 
purchased in large quantities at a wholesale ware- 
house, is always less than that at which it is retailed 
to the consumer. So the price of the loan of money 
at the Stock Exchange, where it is advanced in 
large masses upon government security, will always 
be less thau when advanced in small sums upon in- 
dividual security. A low rate of interest in London, 
however, will, after a while, have the effect of low- 
ering the rate of interest in the country upon those 
securities which are negotiable in London. For if the 
country banker insists on a high rate of discount for 
bills drawn upon good London houses, the drawer will 
send them to a bill broker in London, who will get 
them discounted and remit the money to the drawer. 
But with regard to those bills which are not payable 
in London, a higher rate of discount may be ob- 
tained. At this moment the bank of Ireland are 
discounting bills on London, at four per cent. .while 
five per cent, is charged upon bills payable in Ire- 
land. 

The cheapness of money in London has the effect 
of diminishing the number of bills drawn upon 
Loudon. A Loudon merchant who sends an order 



■ 

p.. 



170 THE HISTORY AND PRINCIPLES 

for goods to a country manufacturer, instead of saying, 
"draw upon me at two months," will say, "allow 
me the discount, and I will send you the cash." If 
he can get an allowance of four per cent, discount, 
and borrow the money in London at two per cent., 
he will make an additional profit on this transaction. 
As the surplus quantity of money in London thus 
becomes diffused throughout the country, the rate of 
discount will gradually advance in London and fall 
in the country. 

Although a low rate of interest indicates the abun- 
dance of capital, and hence may be considered as 
a favourable circumstance in the condition of any 
nation, yet it produces some injurious effects : it occa- 
sions the removal of capital to foreign countries ; it 
weakens the inducements to frugality and accumula- 
tion ; and it encourages speculative and hazardous 
undertakings. Persons who can obtain but a low 
rate of interest for their money, are often induced to 
engage in speculations which promise to yield a 
more profitable return. All seasons of speculation 
have been preceded by a low rate of interest. 

In the year 1818, a select committee of the House 
of Commons was appointed to consider of the effects 
of the laws which regulate or restrain the interest of 
money, and to report their opinion thereupon to the 
house. After examining twenty-one witnesses upon 
the subject, the committee delivered the following 
report : — 

" l. Resolved, — That it is the opinion of this committee, that the laws 
regulating or restraining the rate of interest have been extensively 
evaded, and have failed of the effect of imposing a maximum on such 
rate ; and that of late years, from the constant excess of the market 
rate of interest above the rate limited by law, they have added to the 
expense incurred by borrowers on real security ; and that such bor- 
rowers have been compelled to resort to the mode of granting annui- 
ties on lives, — a mode which has been made a cover for obtaining 
higher interest than the rate limited bylaw, and has further subjected 
the borrowers to enormous charges, or forced them to make very dis- 
advantageous sales of their estates. 
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" 2. Resolved,— That it is the opinion of this committee, that the 
construction of such laws, as applicable to the transactions of com- 
merce as at present carried on, have been attended with much 
uncertainty as to the legality of many transactions of frequent 
occurrence ; and consequently, been productive of much embarrass- 
ment and litigation. 

" 3. Resolved, — -That it is the opinion of this committee, that the 
present period, when the market rale of interest is below the legal 
rate, affords an opportunity peculiarly proper for the repeal of the 
said laws." 

In the Bill passed in 1833 for the renewal of the 
charter of the bank of England, a clause was intro- 
duced, which exempted bills not having more than 
three months to run, from the operation of the laws 
against usury. 

VI. Effect of Discounts on the Circulation. — The 
discounting ot bills, by banks of circulation, will 
have the same effect in changing the currency 
as the deposit accounts, but will not operate so 
rapidly. When a hill is discounted, the banker 
issues his own notes to that amount ; and when the 
bill is paid, he receives a part of the amount in gold, 
or silver, or in notes of other banks. If, however, 
the bill be not a local bill, that is, if it be not pay- 
able in the place in which the bank is established, it 
will be paid in the currency of the place where it is 
payable, and its payment will not have the effect of 
diminishing the local currency. 

While the issue of notes upon the deposit accounts 
depends altogether upon the depositors, the issues in 
the way of discount depend altogether upon the 
banker— he may discount, or not discount, as he 
pleases. If he discounts with real capital, he does 
not thereby increase the amount of the currency — 
for that capital must, in some way or other, have 
been previously employed. If he discounts with 
that portion of his banking capital which is raised 
by deposits, he does not increase the amount of the 
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currency, but gives it increased rapidity. If he 
discounts with that portion of his banking capital 
which is raised by notes, he increases the amount of 
the currency. As banks of circulation always issue 
their own notes, it would seem that their discounting 
business was carried on exclusively with this last 
description of capital, but it is not so. It is very 
possible for a banker to issue his own notes for all 
the bills he discounts, and yet nine-tenths of the bills 
in his possession shall represent real capital. For, 
although in the first instance, the banker's notes are 
given for the bill, yet these notes may not stay in 
circulation until the bill becomes due — the bill may 
have three months to run, the notes may return in 
three days. If the notes given in exchange for the 
bills remain in circulation until the bills become 
due, th£n do the discounts create a banking capital 
equal to their own amount. But if the bills have 
three months to run, and the notes remain out 
only one month, then they create a capital to only 
one-third of their amount, and the other two-thirds 
must consist of capital derived from other sources. 
If the notes remain out beyond the time the bill falls 
due, then do the discounts create a banking capital 
beyond their own amount. 

It may be observed, that in order to trace the 
effects of banking, it is necessary to mark particu- 
larly the way in which the bankers employ their 
money. It is not the creation of a banking capital, 
but the way in which that capital is applied, that the 
greatest effects are produced upon the currency, and 
upon the trade and commerce of a country. Money 
employed in discounting bills drawn for value, will 
encourage trade — if employed in discounting accom- 
modation bills, it will promote speculation — if ad- 
vanced as dead loans to persons out of trade, it may 
lead to extravagance — if invested in the funds, it will 
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raise their price and reduce the market rate of interest 
—if kept in the till, it will yield no profit to the 
banker and be of no advantage to the community. 

The following is an Account of the annual average 
amount of commercial paper under discount at the 
bank of England in London, in each year, from the 
year 1795 : 
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The annual average loss by bad debts on the dis- 
counts of the bank in London, from the year 1795 to 
1831, both inclusive, is 31,696/., which is less than 
8*. 6d. per cent, upon the yearly average amount of 
bills under discount. Supposing the bills, one with 
another, to have two months to run, the loss will be 
about Is. od. per cent, upon the amount of bills dis- 
counted. 



SECTION XII. 

CASH CREDIT BANKS. 

A cash credit, is an understanding on the part of the 
bank, to advance to an individual such sums of money 
as he may from time to time require, not exceeding 
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in the whole, a certain definite amount; the indivi- 
dual to whom the credit is given entering into a bond, 
with securities, generally two in number, for the 
repayment, on demand, of the sums actually ad- 
vanced, with interest upon each issue from the day 
upon which it is made. 

A cash credit is, in fact, the same thing as an 
overdrawn current account, except that in a current 
account the party overdraws on his own individual 
security, and in the cash credit he finds two securities 
who are responsible for him. Another difference is, 
that a person cannot overdraw his current account 
without asking permission each time from the bank, 
whereas the overdrawing of a cash credit account is 
a regular matter of business ; it is, in fact, the purpose 
for which the cash credit has been granted. 

The following considerations will shew that a per- 
son who has occasion for temporary advances of 
money, will find it more advantageous to raise these 
sums by a cash credit than by having bills discounted. 

First. In a cash credit the party pays interest only 
for the money he actually employs. 

If a person wants to make use of 100/. and has a 
bill for 150/. he will get the bill discounted, and thus 
pays interest for 50/. for which he has no use. But 
if he has a cash credit, he draws only 100/. and pays 
interest for that amount. 

Secondly. In a cash credit he can repay any part 
of the sum drawn whenever he pleases. 

If a trader has a bill for 150/. discounted to day, 
and should unexpectedly receive 150/. to-morrow, 
he cannot re-discount the bill, but has actually paid 
interest for money he does not want. But if he 
draws 150/. upon his cash credit account to day, and 
to-morrow receives 150/., he takes this money to the 
bank, and will have to pay the interest upon 150/. for 
only one day. 

Thirdly, in a cash credit he has the power of draw- 
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i'ng whenever he pleases, to the full amount of his 
credit ; but in the case of discounting bills, he must 
make a fresh application to the bank to discount each 
bill, and if the bank have at any time more profitable 
ways of employing their money, or if they suspect the 
credit of the applicant, they may refuse to discount, 
but this would not be the case if he had a cash credit. 

Fourthly. In a cash credit the party does not pay 
the interest until the end of the year ; whereas, in the 
other case, he pays the interest at the time the bill is 
discounted. 

Cash credits are granted not only upon personal 
security, but also upon the security of the Public 
Funds. 

This furnishes great facilities of raising money to 
those who possess property which they are not dis- 
posed to sell. A person who is a holder of govern- 
ment stock may sell out a portion to supply his 
temporary necessities ; and when he wishes to replace 
it he finds the price of stock has risen, and it will cost 
him more money to repurchase than he received when 
he sold. But if he transfers the stock to a bank as a 
security for a cash credit, he may repay the money 
whenever he pleases ; and if, in the mean time, the 
value of the security should have risen, all the advan- 
tage will be his own. 

The effects of cash credits are thus described by 
Adam Smith. 

" The commerce of Scotland, which at present is not very great, 
was still more inconsiderable when the two first banking companies 
were established, and those companies would have had but little 
trade had they confined their business to the discounting of bills of 
exchange. They invented, therefore, another method of issuing 
their promissory notes, by granting what they called casli accounts, 
that is by giving credit to the extent of a certain sum (two or three 
thousand pounds for example) to any individual who could procure 
two persons of undoubted credit rind good landed estate to become 
surety for him, that whatever money should be advanced to him 
within the sum for which the credit had been given should be repaid 
upon demand, together with the legal interest. Credits of this kind 
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are, I believe, commonly granted by banks and bankers in all 
different parts of the world. But the easy terms upon which the 
Scotch banking companies accept of repayment are, so far as I know, 
peculiar to them, and have perhaps been the principal cause both of 
the great trade of those companies, and of the benefits which the 
country has received from it. 

" Whoever has a credit of this kind with one of those companies, 
and borrows a thousand pounds upon it for example, may repay this 
Sum piecemeal, by twenty and thirty pounds at a time, the company 
discounting a proportional part of the interest of the great sum, from 
the day on which each of those small sums is paid in, till the whole 
be in this manner repaid. All merchants, therefore)' and almost all 
men of business find it convenient to keep such cash accounts with 
them, and are thereby interested to promote the trade of those 
companies by readily receiving their notes in all payments, and by 
encouraging all those with whom they have any influence to do 
the same. The banks, when their customers apply to them for 
money, generally advance it to them on their own promissory 
notes. These the merchants pay away to the manufacturers for 
goods ; the manufacturers to the farmers, for materials and pro- 
visions ; the farmers to their landlords for rent ; the landlords 
repay them to the merchants for the conveniences and luxuries with 
which they supply them ; and the merchants again return them to 
the banks, in order to balance their cash accounts, or to replace 
what they may have borrowed of them : and thus almost the whole 
money business of the country is transacted by means of them. 
Hence the great trade of those companies. 

" By means of those cash accounts every merchant can, without 
imprudence, carry on a greater trade than he otherwise cnuld do. 
If there are two merchants — one in London and the other in 
Edinburgh, who employ equal stocks in the same branch of trade, 
the Edinburgh merchant can, without imprudence, carry on a 
greater trade and give employment to a greater number of people 
than the London merchant. The London merchant must always 
keep by him a considerable sum of money, either in his own coffers 
or in those of his banker, who gives him no interest for it, in order 
to answer the demands continually coming upon him for payment of 
the goods he purchases upon credit. Let the ordinary amount of 
this sum be supposed five hundred pounds. The value of the goods 
in his warehouse must always be less by five hundred pounds, than 
it would have been had he not being obliged to keep such a sum 
unemployed. Let us suppose that he generally disposes of his 
whole stock upon hand, or of goods to the value of his whole stock 
upon hand, once in the year. By being obliged to keep so great a 
sum unemployed, he must sell in a year five hundred pounds worth 
less goods than he might otherwise have done. His annual profits 
must be less by all that he could have made by the sale of five 



OF BANKING. 177 

hundred pounds worth more goods, and the number of people 
employed in preparing his goods for market must be less by all those 
that five hundred pounds more stock could have employed. The 
merchant in Edinburgh on the other hand, keeps no money unem- 
ployed for answering such occasional demands. When they actually 
come upon him he satisfies them from his cash account with the 
bank, and gradually replaces the sum borrowed with the money or 
paper which comes in from the occasional sales of his goods. With 
the same stock, therefore, he can, without imprudence, have at all 
times in his warehouse, a larger quantity of goods than the London 
merchant, and can thereby both make a greater profit himself and 
give constant employment to a greater number of industrious people 
who prepare those goods for the market. Hence, the great benefit 
which the country has derived from this trade. 

" The facility of discounting bills of exchange, it may be thought 
indeed gives the English merchants a conveniency equivalent to the 
cash accounts of the Scotch merchants. But the Scotch merchants, 
it must be remembered, can discount their bills of exchange as easily 
as the English merchants, and have besides the additional con- 
veniency of their cash account."* — 

Wealth of Nations, Book ii. chap. 2. 

Query. — Is it better for a bank to make advances 
of money on cash credits, or by discounting bills of 
exchange ? 

. Bills of Exchange versus Cash Credits. — 1. Cash 
credits, when once granted, cannot be called up, but 
bills of exchange soon fall due, and you can refuse 
to discount again. 

2. If you discount bills of exchange they can be 
re-discounted to supply the bank with funds, if 
necessary, but advances on cash credits cannot be 
replaced. 

3. In case of a panic or a run upon the bank, the 
persons having cash credits might have occasion to 
draw upon the bank, and the notes would imme- 
diately be returned upon the bank, for payment 



* For a further account of the system of cash credits* —see my 
Practical Treatise on Banking. 
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in gold ; but you could refuse to discount bills of 
exchange until the run was over. 

Cash Credits versus Bills of Exchange. — 1. A 
higher interest is charged upon cash credits than 
upon bills of exchange. 

2. Cash credits, being of the nature of a perma- 
nent advance, are more beneficial to the parties; 
hence trade is more promoted, and the benefit to the 
bank must ultimately be greater. 

3. Parties having cash credits are more closely 
connected with the bank, and, hence, would use 
their influence to prevent any run upon the bank, 
and to promote the prosperity of the bank. 

4. The mode of recovering an advance upon a 
cash credit is more summary and certain, as the 
bond can be put into execution immediately, but an 
action for the recovery of an unpaid bill is tedious, 
and may be frustrated by informality, &c. 

A cash credit operates much in the same way as a 
discount account.and a current account combined. It 
resembles a discount account inasmuch as the banker 
fe usually in advance to his customer. It resembles 
a current account, as it is required that there be fre- 
quent operations upon it ; that is, that there be per- 
petual payings in and drawings out of money. The 
bankers expect that a cash credit shall maintain a 
banking capital equal to its own amount. As the 
banker is usually in advance, a cash credit can create 
no banking capital by means of deposits ; it can be 
done only by means of the notes. If then the ope- 
rations on a cash credit are sufficient to keep in cir- 
culation an amount of notes equal to the amount of 
the credit, then it gives satisfaction to the banker; 
but not otherwise. Previous to granting a cash 
credit, the banks always make inquiries to ascertain 
if this is likely to be tne case, and even after it is 
granted, it is liable to be called up if it has not 
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accomplished this object. Hence, cash credits are 
denied to persons who have no means of circulating 
the banker's notes, or who wish to employ the money 
as a dead loan. And in all cases they are limited 
to such an amount as the party is supposed to be 
capable of employing with advantage to the bank. 



SECTION XIII. 

LOAN BANKS. 



Loan banks, arc banks formed for the purpose of 
advancing loans upon articles of merchandize. Some 
are carried on for the purposes of gain, others from 
motives of charity. 

The bank of England was empowered by ita 
charter, to carry on the business of a loan bank. 
The following is the twenty -sixth section of the Act: 
" Provided that nothing herein contained shall any 
wise be construed to hinder the said corporation 
from dealing in bills of exchange, or in buying or 
selling of bullion, gold or silver, or in selling any 
goods, wares, or merchandize whatever, which shall 
really and bond fide be left or deposited with the said 
corporation for money lent or advanced thereon, and 
which shall not be redeemed at the time agreed on, 
or within three months after, or from selling such 
goods as shall or may be the produce of lands, pur- 
chased by said corporation." In pursuance of the 
privilege granted by this clause, the directors gave 
public notice that they would lend money at four per 
cent., on "plate, lead, tin, copper, steel, and iron." 

The bank of Scotland was also authorized to act as 

a loan hank. The following is one clause of the Act 

by which it was established in 1795. —"And it is 

further hereby statute and ordained, that it shall be 

N 2 
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lawful for the said governor and company to lend, 
upon real or personal security, any sum or sums, and 
to receive annual rent for the same, at six per cent., 
as shall be ordinary for the time : as also that if the 
person borrowing, as said is, shall not make pay- 
ment at the term agreed upon with the company, 
that it shall be lawful for the governor and company 
to sell and dispose of the security or pledge by a 
public roup, for the most that can be got, for pay- 
ment to them of the principal annual rents and rea- 
sonable charges, and returning the overplus to the 
person who gave the said security or pledge/' 

The royal bank of Scotland were also empowered 
by their charter, ' ' to lend to any person or persons, 
bodies politic or corporate, such sum and sums of 
money as they should think fit, at any interest not 
exceeding lawful interest, on real or personal se- 
curity, and particularly on pledges of any kind what- 
soever, of any goods, wares, merchandizes, or other 
effects whatsoever, in such way and manner as to the 
said company should seem proper and convenient." 

"The Hibernian Joint-stock loan company," usu- 
ally called, the Hibernian bank, was formed in 
1824 : — " For the purpose of purchasing and selling 
annuities, and all public and other securities, real 
and personal, in Ireland, and to advance money and 
make loans thereof, on the security of such real and 
personal security, at legal interest, and on the se- 
curity of merchandize and manufactured goodsl" 
This company, however, has never carried on the 
business of a loan bank, but has confined its trans- 
actions to the business of a commercial bank. It has 
hot the power of issuing notes, but it is a bank of 
discount and of deposit. 

Capital advanced, by way of loan, on the securi- 
ties of merchandize, would produce the same effects 
as if advanced in the discounting of bills. If a party 
borrows 100Z. on the security of his merchandize, it 
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is the same as though lie had sold his merchandize 
fur a 100/. hill, and got it discounted with the hanker. 
By obtaining this advance he is enabled to holdover 
this merchandize for a better market, and avoids a 
sacrifice which, otherwise, he might be induced to 
make, in order to raise the money for urgent pur- 
poses. 

Every advance of money by a banker, let it be 
made in what way soever, is in fact a loan. To 
discount a 100J. bill that has three months to run, is 
much the same as to lend that amount for three 
months. The difference is, that the banker has two 
or more securities instead of one — the time of repay- 
ment is fixed ; and the interest on the whole sum is 
paid at the time it is advanced. But let one trader 
draw bills upon his customers, and take them to the 
bank for discount — let another trader give his cus- 
tomers three mouths' credit without drawing bills, 
and borrow of the banker the amount of the goods 
sold; it is obvious that in each case the traders 
receive the same accommodation, and the effect on 
commerce will be the same. The bill is merely a 
transfer of the debt from the drawer to the banker, 
with the drawer's guarantee. Cash credits are loans 
— the amount of the loan varies every day, but the 
maximum is fixed. If a trader who has a cash cre- 
dit for 500Z. has always 300/. drawn out, it is nearly 
the same thing as though he had a loan for 300(. 
The advantage to him is, that he can draw exactly 
such a sum as he may need — that he can replace it 
whenever he pleases, and in such portions as lie may 
find convenient; and he pays interest only for the 
sum drawn out. It is unnecessary to say that over- 
drawn accounts, mortgages, and all advances of 
money on pledges or securities of any kind, are 
loans. 

It is contrary to all sound principles of banking 
for a banker to advance money in the form of per- 



182 THE HISTORY AND PRINCIPLES 

manent loans, or as they are called, dead loans. In 
the first place, those dead loans do not create any 
banking capital— and secondly, they cannot be sud- 
denly called up. For a banker to lend out his bank- 
ing capital in the way of permanent loan is obviously 
imprudent, as he knows not how soon that capital 
may be taken out of his hands; and it is almost 
equally imprudent to advance his real capital in that 
way, as the real capital ought to be kept in a dis- 
posable form, 30 that it may be rendered available 
in case of any sudden contraction of the banking 
capital. The investing of money in the public funds 
is not strictly an operation of banking. It does not 
increase the banking capital. Yet it is necessary 
that a banker should lay out some portion of his capi^ 
tal in this way, because he ean so easily realize the 
money in case a run should be made upon his bank. 
Th6 portion thus invested is probably less productive 
than any other part of hip capital, except the sums 
kept iiji nis till to meet occasional demands. Some- 
times, however, a rise in the fimds will be the means 
of affording him a considerable profit. 

The second class of loan banks arose from motives 
of charity — 

These institutions were first established in the 
fifteenth century, for the purpose of checking the 
extortions of usurers, by lending money to the poor 
upon pledges, and without charging interest.* They 
were originally supported by voluntary contributions; 
but as these were found insufficient to support the 
necessary expenses, it became necessary that the 
borrowers should be charged interest for the loans. 
These banks were at first distinguished by being 
called montes pietates. It appears that the word 
mont, or mount, was at an early period applied to any 
pecuniary fund, and it is probable that the promoters 

* See Beckm&nn's History of Ancient Institutions. 
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of this system added "pictatis" to give it an air of 
religion, and thus to procure larger subscriptions. 
A bank of this kind was formed at Perugia in the 
yearl464; another at Rome in 1539; one at Naples, 
which was considered the greatest in Europe, in the 
following year, and it took the name of banco die 
poverie— the bank of the poor. These institutions 
were opposed in France. An attempt was made to 
introduce them under Louis XIII. in 1626, but the 
managers were threatened with punishment, and the 
undertaking was relinquished. The present Mont de 
Piete, at Paris, was established in the year 1777; 
and so largely has the public taken advantage of the 
accommodation this afforded, that it has been known 
to have in its possession forty casks filled with gold 
watches. 

These banks were not only called Mounts of 
Piety; but they were also called Lombards, from the 
name of the original bankers, or money lenders. 
A loan bank, or a Lombard, was established in Russia 
in 1772*, to prevent the usury and the oppression to 
which the poor were exposed, and the profit was 
given to the foundling hospital of St. Petersburgh. 
The "Lombard" lent on gold and silver three 
fourths of the value, on other metals it lent one half 
the value, and on jewels as much as the circumstances 
of the times would allow, the estimate being made 
by sworn appraisers. The rate of interest was esta- 
blished throughout the empire, in 1786, at five per 
cent. At the Lombard, one year's interest is taken 
in advance. Pledges that are forfeited are publicly 
sold; and if they produce more than the loan, the 
interest and the charges, the overplus is given to 
the owners. 

In 1695, Sir Francis Brewster published his Essay 
on Trade and Navigation, " printed forT. Cockerel!, 
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at the Three Legs, in the Poultry, over against the 
Stocks-market/' He has a section upon " Banks and 
Lumbers." He recommends that in every shire a 
bank should be erected by act of parliament ; and he 
states that it would be " the most effectual way for 
suppressing highwaymen ; for that no man need travel 
with more than pocket money for his expenses, when 
he may have bank tickets to any part of the kingdom 
where he goes." He afterwards observes, ''that 
lumbers for poor artizans and others is an appendix 
to banks, and may by funds out of them in each 
county be supplied so as that the poor men have 
money to carry on their trade and employment on 
the pawns that may be so easy, and with the advan- 
tage of selling in public sales what they leave in 
pledge. And that what they borrow should be of 
more advantage and easy to tnem than if the money 
were lent them gratis, and may be of great use in the 
employment, and encouraging the manufactures of 
the nation, which are much discouraged by the 
necessities and hardships that are put upon the poor." 
Loan banks, for charitable purposes, have, for a 
considerable time past, existed in Ireland. A volun- 
tary association of this kind was established in the 
year 1756. This society was incorporated in 1780, 
under the title of the " Charitable Musical Society." 
They had their meetings at St. Ann's vestry-room, 
Dublin, on the first and second Tuesday in every 
month, for the purpose of lending money, interest 
free, to indigent tradesmen, in sums of not less than 
two pounds to any one person at one time, which 
sums are to be repaid at sixpence in the pound, 
weekly. From the 1st Dec. 1830, to 1st Dec. 1831, 
sixty-nine borrowers, whose families consisted of 366 
individuals, received loans amounting to 2581. ; and 
since its establishment in 1780, 4975 borrowers, 
whose families consisted of 24,494 individuals, re- 
ceived loans amounting to 18,983/. 
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The Meath charitable loan society was established 
in 1807. The committee of managers meet every 
second Tuesday, for the purpose of lending sums, 
not under five, and not exceeding twenty pounds, 
free of interest, to be repaid by weekly instalments 
of Is. 6d. for 51; 3s. for 10*. ; 6s. for 20*. Dona- 
tions of 10/. and upwards, are either vested in go- 
vernment securities, the interest only to be applicable 
to the fund, or thrown into the floating capital, at 
the option of the donor. 

In the year 1823, an Act of parliament was passed 
for the amendment of the laws respecting loan socie-i 
ties in Ireland.* 

This Act authorizes the formation of societies for 
granting charitable loans, or for providing imple- 
ments of labour by way of loan for the industrious 
classes in Ireland, or for providing implements of 
labour and receiving back payments of the same by 
instalments. A copy of the rules of such institutions 
must be entered in a book, and deposited with the 
clerk of the peace. The rules and regulations thus 
deposited shall be binding upon all the officers and 
members of the institution. The officers are not 
to receive any benefit except such salaries as shall be 
appointed by the regulations. No treasurer, director, 
or manager of the institution can receive any salary, 
allowance, profit, or benefit whatever. No loan to 
any individual can exceed the sum of 10*. in any 
twelve months. But loans of 100*. may be made to 
committees, consisting of three or more persons, to be 
paid in twelve months, with interest. No note or other 
security for the repayment of any loan, or for the 
payment of the price of any implements of industry, 
is chargeable with stamp duty. The notes may be 
made payable to the treasurer or clerk of the society, 
and maybe sued for in his name, before the assistant 
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barrister at quarter sessions, or before the justices at 
petty sessions, provided such notes do not exceed the 
value of 10/. Any treasurer or other officer who is 
required by the regulations to give security, may give 
such security by bond, to the clerk of the peace, who in 
ease of forfeiture may recover the amount, for the 
benefit of the institution. Such bond is not to be 
chargeable with stamp duty. All looms or other 
implements of industry, furnished by the society, must 
be marked, and they cannot then be distrained for 
rent, nor seized under an execution by the sheriff, 
unless at the suit of the society. 

It seems highly desirable that in England also 
charitable loan banks should be taken under the 
protection of the legislature. These institutions 
might be organized in the same manner as savings 9 
banks. In most parts of England there are probably 
some persons of affluence, who would become per- 
sonally bound for the repayment of such sums as the 
government might be disposed to advance; or, in 
other parts the necessary funds might be raised by 
private donations. The funds might be employed 
in such a way as the committee might deem best 
adapted to promote the object of the institution. 
The loans might be made either in money, in raw 
produce, or in implements of labour. These might 
be recovered, if necessary, by summary process. The 
state would thus become the Bank of the Poor. It 
would sustain the same relation to the humbler 
classes, which ordinary banks sustain to the com- 
mercial classes. It would be an intermediate party 
between the borrowers and the lenders. It could 
borrow, by means of savings banks, from those who 
had money to lend ; and lend, by means of loan 
banks, to those who wished to borrow. 
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SECTION XIV. 

SAVINGS BANKS. 



Savings banks, are banks formed to promote saving. 
—They are purely banks, of deposit; they differ, 
however, from other banks of deposit, in the follow- 
ing particulars : — First. Very small sums are received 
as deposits. — Secondly. All the money deposited is 
lent, upon interest, to the government. — Thirdly. 
The depositors are restricted as to the amount of their 
lodgments ; these restrictions are designed to ex- 
clude from the bank all, except the humbler classes 
of the community. 

Loan banks, or institutions for lending money to 
the poor, are of ancient date ; but savings hanks, or 
institutions for borrowing money of the poor, are 
entirely of modern invention. They were first 
urged upon the attention of the public and the 
legislature of this country, in the years 1815 and 
1816, by the late Right Hon. George Rose. In his 
pamphlet upon the subject, he thus traces the origin 
of these establishments : — 

" The idea was first suggested! by the society for bettering the 
condition of the poor, of which I have long been a member, and it 
has been acted upon in Edinburgh and Bath with auch a degree of 
talent, zeal, and perseverance, as- to manifest the great advantage 
of it. 

" In other parts of Great Britatoi, however, the principle has been 
acted upon on a small scale, especially in Scotland, where the 
■juirurhial institutions for savings are called Maneges; so fuJl an 
account of these is given by Mr. Duncan, the early promoter of 
them, as to render it quite unnecessary to enter on any particulars 
respecting them here. But however well intended they are, there 
are strong objections to them. In any event, extended establish- 
ments are infinitely more to be desired, on account of the preferable 
management of them, as well as for the safe custody of the money. 
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By a large district being included, gentlemen of property are found 
to become trustees and managers ; and a fund is easily furnished by 
small voluntary subscriptions at first, and by the surplus of the 
interest allowed to the depositors afterwards, to meet all the ex- 
penses of the institution. 

" Since the first publication of these observations, a controversy 
has arisen, by Mr. Duncan, the promoter of the parochial banks, 
insisting upon his having (by die establishment of the one at 
Ruthwell) been the first to bring the banks for savings into notice, 
in an address to Mr. Forbes, a gentleman of the highest respectability 
in Edinburgh, who was a zealous promoter of the banks there. — 
The truth is, that the two establishments are perfectly dissimilar, as 
above stated, which will appear more manifestly to whomsoever will 
take the trouble of reading the pamphlet of Mr. Duncan and the 
answer of Mr. Forbes to it. As far as respects Scotland, it would 
seem that the Edinburgh plan has the merit of priority, for general 
advantage ; but it may be hoped that in future there may be no con- 
tention, except how the public can be most benefited — it is of very 
little importance from whence the suggestion originated." 

Mr Rose then proceeds to explain in detail the 
nature of these institutions, and points out the advan- 
tages they may be expected to confer upon different 
classes of the community : 

" Apprentices, on first coming out of their time, who now too 
frequently spend all their earnings, may be induced to lay by five 
shillings to ten shillings a week, and sometimes more, as in many 
trades they earn from twenty-four shillings to fifty and sixty 
shillings a week. 

" The same observation applies, though somewhat • less forcibly, 
to journeymen in most trades (whose earnings are very considerable) 
from not beginning so early, and to workmen in several branches. 
With respect to these it has been made evident to me, and to many 
members who attended the mendicity committee in a former session 
of parliament, that in numerous instances when the gains have been 
as large as above stated, the parties have been so improvi- 
dent as to have nothing in hand for the support of themselves 
and families when visited with sickness, and have consequently with 
their families fallen immediately upon the parish. In some instances 
the tools and implements of their trade have been carried to the 
pawnbroker during illness, whereby difficulties were thrown in the 
way of their labour being resumed on the restoration of health. 

" Domestic servants, whose wages are frequently more than suffi- 
cient for their necessary expenses. 

" Carmen, porters, servants in lower conditions, and others may, 
very generally, be able to make small deposits, without finding the 
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slightest inconvenience from the diminution of their income occa- 
sioned thereby. .,-...* » • 

" With respect to day labourers, the full advantage cannot be 
expected to be derived at first, as far as relates to married men with 
families ; it too frequently happens that when there are two or three 
children, it is all that the father can do to support himself and those 
dependent upon him, with his utmost earnings ; but the single man, 
whose wages are the same as thore of his married fellow-labourers, 
may certainly spare a small weekly sum, by doing which he would, 
in a reasonable time, have saved enough to enable him to marry with 
a hope of never allowing any one belonging to him to become a bur- 
then to the parish. 

" Nothing is so likely as a plan of this sort to prevent early and 
improvident marriages, which are the cause, more than any others, 
of the heavy burthen of the poor rates. When a young single man 
shall acquire the habit of saving, he wjll be likely to go on till he 
shall get together as much as will enable .him to make some provision 
towards the support of a family, before he thinks of marrying. 

" The welfare of the lower classes of society cannot be a matter of 
indifference to any, nor can it be doubted that their situation will be 
ameliorated by the adoption and promotion of these banks. The 
industry, sobriety, and economy, among the lower orders of the peo- 
ple, will thus be promoted by their being encouraged to make little 
savings for a provision against want and distress ; and their moral 
improvement will be advanced, while' their social comfort is aug- 
mented. By the plan which I here recommend, this beneficent and 
most important object will be obtained at no expense to the higher 
orders, or at so trifling a one as to be utterly unworthy of notice. 

" This plan has in it the germ of valuable moral principle, and if 
it can be fairly brought into action will tend more than any thing 
to lessen the enormous and increasing burthen on the middle and 
higher classes, and at the same time to infuse into the minds of 
the lower order a legitimate spirit of independence. Its merits are 
so well expressed where its advantages were early experienced, that 
I cannot do so well as to quote a few words from one of the Edinburgh 
reports — ' It secures independence without inducing pride, it removes 
those painful misgivings which render the approaches of poverty so 
appalling and often paralize the exertions that might ward off the 
blow. It leads to temperance and the restraint of all disorderly pas- 
sions, which a wasteful expenditure of money nourishes. It produces 
that sobriety of mind and steadiness of conduct which afford the best 
foundation for the domestic virtues in humble life. The effects of 
such an institution as this upon the character of the people, were it to 
become universal, would be almost inappreciable, 1 " 

In the year 1817, Mr. Rose obtained an Act of 
parliament, entitled " An Act to encourage the 
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establishment of Banks for Savings in England,"* 
This Act authorises the formation of savings banks, 
under the following regulations : — Rules of the insti- 
tution to be entered in a book, and a copy deposited 
with the clerk of the peace. These rules are to be 
binding on the members and officers of such institu- 
tion. Officers not to have any benefit in the institu- 
tion. Savings of minors may be invested, and on 
repayment the receipt of a minor shall be a sufficient 
discharge. Friendly societies may subscribe any 
portion of their funds into the funds of a savings 
bank. Treasurers, &c. to give security, if required, 
by the general rules. Effects of institution to be 
vested in trustees, for the time being, without fresh 
assignment, except as regards the transfer of stocks 
and securities in the public funds of Great Britain. 
The trustees may bring and defend actions, criminal 
as well as civil, either in law or in equity. Money 
not to be placed out on personal security. Bank of 
England, on receiving 50/. from savings bank, on 
account of the commissioners for the reduction of the 
national debt, to open an account called ' ' The Fund 
for the Banks for Savings." Previous to such pay- 
ments an order shall be produced, and a certificate 
granted ; afterwards the commissioners for the na- 
tional debt shall issue debentures in favour of such 
saving banks, bearing interest at three pence per cent, 
per diem. Trustees may demand payment of the 
principal and interest secured by debenture, any day 
except the 5th of April. New debentures may be 
granted instead of the previous ones, if the trustees so 
require. Monies paid in on savings bank account, to 
be invested in bank annuities. Debentures not transfer- 
able, not liable to stamp duty, and may be renewed 
if lost. If a debenture be obtained on a false declara- 



* 57 Geo. iii. c. ISO. 
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tion, the money shall be forfeited. Accounts of all 
monies received by the commissioners for the national 
debt, from the trustees of institution, to be laid before 
parliament. No one person shall deposit in a savings 
bank more than one hundred pounds the first year, and 
fifty pounds in each subsequent year. Trustees and 
treasurers to account and deliver up effects when 
required. Members of friendly societies not liable to 
forfeiture by subscribing to any institution under this 
Act. When property is under the value of fifty 
pounds, no stamp duty to be. paid in cases of admin- 
istration. When the effects of a person dying 
intestate shall be under twenty pounds, the same may 
be divided according to the rule3 of the institution in 
such case made and provided ; and if there be no 
such rules, the money to be divided according to the 
Statute of Distributions. Payments under probates of 
wills, or letters of administration afterwards repealed, 
shall be valid. Powers of attorney given by trustees 
or depositors, not liable to stamp duty. Where rules 
direct an arbitration, the award to be final. 

About the same time an Act was passed, entitled 
"And Act to encourage the establishment of banks 
for savings in Ireland ;" the provisions of which were 
similar to the preceding. 

In the year 1818, an Act was passed to amend the 
first of tile preceding Acts. The amendments refer 
chiefly to the mode of issuing the debentures. It is 
also enacted, that anonymous depositors shall not 
place more than ten pounds in a bank in each year. 
Justices at sessions may reject any rules of the insti- 
tutions sent to the clerk of the peace. No arbitration 
or other bond to be liable to stamp duty. 

In the year 1820, an Act* was made to amend the 
two former Acts. The provisions of this Act had a 
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reference chiefly to the regulation of the debentures, 
and the mode of keeping the accounts between the 
trustees and the commissioners. 

In the session of 1824, an Act was obtained to 
amend all the former Acts. Among other enact- 
ments are the following : — No application of any 
surplus funds of any savings banks in England or 
Ireland shall be made until after ten years from the 
commencement of the institution, and an interval pf 
ten years must elapse between each subsequent dis- 
tribution. One half of such surplus shall be always 
reserved to answer deficiencies, and thirty days' 
notice shall be given of such distribution. JVi> 
anonymous subscriptions permitted in future. Deposits of 
any one depositor shall not exceed 50/. in the first year, 
after Nov. 20, 1824 ; nor 30/. in any year afterwards, 
nor beyond 200/. in the whole. Depositors having 
made their full deposit in any year, may withdraw 
the sums and again subscribe to the same amount. 
Persons (not being depositors) allowed to subscribe 
as trustees on behalf of others. The provisions 
of former Acts, authorizing friendly and charitable 
societies to subscribe their funds into savings banks; 
are now repealed. Subscribers to one savings bank, 
shall not subscribe to any other, and a declaration to 
this effect must be made by the depositor at the time 
of subscription. If this declaration should not be 
true, the money in each bank is to be forfeited to 
the commissioners for the reduction of the national 
debt. Deposits may be withdrawn from one savings 
bank to be placed in another. Trustees of savings 
banks shall invest all money in the bank of England 
or Ireland only, and not in any other security. 
Depositors not to be restricted from withdrawing 
their money from savings banks. Every officer of 
savings banks, who is entrusted with money and 
receives a salary, shall give security by a bond to 
the clerk of the peace. Savings banks shall make 
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up annual accounts of their progress, stating the 
balance, and in whose hands, and transmit such 
accounts to the commissioners for the reduction of 
the national debt. If trustees of savings banks 
neglect to deliver such account, or to obey orders 
of commissioners, commissioners may close their 
account. A duplicate of such account shall be 
affixed in the office of the savings bank. Savings 
banks shall compute interest to 20th May and 20th 
November, half yearly or yearly. Accounts shall be 
annually laid before parliament by the commissioners 
for the reduction of the national debt. Treasury 
may issue exchequer bills, on application of commis- 
sioners, for payments to savings banks. Banks may 
make advances to the commissioners upon such 
exchequer bills. Draft drawn by trustees upon the 
commissioners for 5000Z. or upwards, not to be paid 
until after twenty-one days. 

In the session of 1828, an Act was passed to con- 
solidate and amend the laws relating to savings 
banks.* The amendments comprise the following 
enactments: — Banks not to be formed unless ap- 
proved by justices at sessions, and the commissioners 
of the national debt. The rules and regulations, 
before being deposited with the clerk of the peace, 
must be submitted to a barrister, for the purpose of 
ascertaining whether they arc in conformity to law. 
On payment of money into the bank to the account of 
national debt commissioners, their officer shall give a 
receipt for the same, carrying interest at twopence half- 
penny percent, per diem. The interest payable to the de- 
positors is not to exceed twopence farthing per cent, per 
diem. Charitable societies may invest sums not ex- 
ceedinglOOZ. perann. nor 300/. in the whole. Friendly 
societies, formed previous to the passing of this Act, 
may subscribe any portion of their funds into a 
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savings hank, hut societies formed subsequently, 
shall not deposit any more than the sum of 300/. 
Trustees are not to receive from any one depositor 
more than 30/. in any one year* nor more than 150/. 
in the whole. When dejxmt and interest shall amount 
to 150/. no further deposit shall Ac received; and when 
the dejyosits and interest amount to 200/. the interest 
shall cease. The surplus that may remain in any 
savings hank, after paying the interest on the de- 
posit and the current expenses, is to be paid every 
year to the commissioners for the reduction of 
the national debt. Where the effects of a person 
dying intestate shall not exceed 501., the same may be 
divided according to the rules of the institution; and 
if there be no such rules, then according to the 
Statute of Distributions. When disputes arise, the 
subject to be referred to arbitrators, and in case of 
their not agreeing, to be settled by a barrister, 
whose award shall be final, without appeal. This 
Act came into operation on Nov. 20, 1828. 

In order to establish a savings bank it will be 
necessary, in the first place, that the persons friendly; 
to the undertaking meet together and appoint trustees. 
Some of the trustees should be gentlemen of known 
influence and respectability in the district : others 
should be persons likely to attend and take active 
part in the management. The trustees should agree 
to a code of laws, a copy of which should be trans- 
mitted to John Tidd Pratt, esq., 4, Elm Court, 
Temple, for his approval. After being returned, with 
his certificate, that they contain nothing contrary to 
law, they must be sent to the clerk of the peace, to 
be enrolled at the next quarter sessions. The bank 
is then virtually formed, and the trustees may ap- 
point a treasurer and a secretary, and proceed to 
receive deposits. The sums received must be remitted 
to the commissioners for the reduction of the national 
debt. 
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The constitution of a savings bank will be easily 
known, from the rules of the Mary-le-bone bank for 
savings, held at 14, Henrietta Street, Cavendish 
square. 

RULES. 

1. Management. — Pursuant to 9 Geo. iv. c. 92., this institution 
shall be under the direction and controul of not less than twenty-six 
managers, exclusive of a patron, twenty trustees, and a treasurer, 
who shall be managers by virtue of their respective offices. 

2. No emoluments. — No person being a manager or trustee, or a 
treasurer of this institution, or having any controul in the manage- 
ment thereof, shall derive any benefit from any deposit made in the 
bank, or receive any emolument, allowance, or salary, profit, or 
benefit whatsoever, directly or indirectly, from the institution, beyond 
their actual expenses for the purposes of the institution. 

3. Securities. — The treasurer, the secretary, and actuary or 
cashier, who shall be intrusted with the receipt or custody of the 
money of the institution, and every officer receiving any salary or 
allowance for his services, shall give such good and sufficient security 
to the clerk of the peace, for the just and faithful execution of such 
office or trust, as shall be approved of by not less than two trustees 
and three managers of this savings bank. 

4. Liability of trustees or managers. — No trustee or manager 
shall be personally liable, except for his own acts and deeds : nor for 
any thing done by him, in virtue of his office, except in cases where 
he shall be guilty of wilful neglect or default. 

5. Meetings of managers and trustees. — The trustees and. 
managers shall meet at such times as they shall decide upon at any 
future meeting ; and adjourn from time to time, as they may think 
proper ; notice of such adjourned meeting being given. 

6. Annual general meetings. — An annual general meeting of the 
patron, trustees, and managers, shall be held on the second Tuesday 
in the month of February in every year; and a special general meet-' 
ing may be called at any time, on requisition, specifying the object 
of the "meeting, from any three trustees, or any ten managers, deli- 
vered in writing, either to the manager in attendance at the bank, or 
to the secretary ; of which meeting not less than seven days' notice 
shall be given, 

7. Regulation of meetings. — In all meetings for transacting the 
business of this institution, any three managers or trustees, duly 
assembled, shall constitute a quorum, and be fully competent to 
transact such business ; but no proceedings shall be valid or have 
force, unless entered, together with the names of the managers and 
trustees present, in a book to be kept for this purpose, and signed 
by the chairman of the meeting. 

8. Attendance and secretary. — One or more of the managers, with 

o 2 
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the secretary and actuary, shall attend for the purpose of receiving 
and repaying deposits, at the savings hank, once in every week at 
least; and, in the absence of the secretary and actuary, he shall 
provide the attendance of a manager in his stead; and the institution 
will not be answerable for any deposits, unless such as are made at 
the times and places appointed by the trustees or managers, and 
made known by notice to be affixed upon the premises occupied for 
carrying on the business of the bank. 

9. Deposits and rate of interest* — Deposits amounting to one 
shilling, or to any number of shillings not exceeding the sum pre- 
scribed by law, will be received, but they will not bear interest until 
they amount to five shillings. Interest at the rate of three pounds 
eight shillings and five pence one farthing, per cent, per annum, will 
then be allowed and paid upon that sum, excluding fractions of a 
penny, and upon every additional sum of five shillings. It will be 
calculated by the month, from the twentieth day of every month to 
the twentieth day of the month next following ; but no interest will 
be allowed for a less period than one month, nor upon any sum 
deposited which may be withdrawn within one month of being so 
deposited. 

10. Limitation of deposits. — No person shall be allowed to deposit 
in any one year, ending on the 20th of November, more than thirty, 
pounds, nor be allowed to make any further deposit when the sum. 
which such depositor shall be entitled to shall exceed the sum of one 
hundred and fifty pounds in the whole ; and whenever the sum or 
sums standing in the name of any one depositor shall amount to the 
sum of two hundred pounds, principal and interest included, no in- 
terest shall thenceforth be payable on any such deposit, so long as 
it shall continue to amount to the said sum of two hundred pounds. 

1 1 . Compound interest. — The interest payable on deposits will, at 
the conclusion of every year, ending on the 20th day of November, 
either be added to the principal, and will, from time to time, become 
principal, or will be paid to those applying for the same on the first 
and following Monday in the month of December in every year. 

12. Minors. — Minors may deposit money in their own names, and 
withdraw the same, together with any interest that may accrue thereon. 

. 13* Married women. — Any married woman maybe paid any sum 
of money in respect of any deposit made by her without notice of 
her being married, unless the husband of such woman, or his repre- . 
sentatives, shall give to the trustees notice, in writing, of his mar- 
riage, and shall require payment to be made to him or them. 

14. Charitable funds. — The trustees or treasurers of any charit- 
able society, or charitable donation, or bequest, for the maintenance, 
education, or benefit of the poor, may deposit any part of their funds 
into this institution, to the amount of one hundred pounds per 
annum, provided such deposits shall not exceed the sum of three;, 
hundred pounds in the whole, exclusive of interest. 
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15. Friendly societies. — Friendly societies, legally established 
beforo the 28th day of July, 1828, may deposit in this bank the 
whole or any part of their funds ; but no friendly society formed and 
enrolled after that day shall invest more than the sum of three hun- 
dred pounds, principal and interest included. Whenever such 
deposits and interest belonging ,to any such last-mentioned society, 
shall amount to or continue at the said sum of three hundred pounds 
or upwards, no interest on the same shall be paid. 

16. Members of friendly societies. — Members of friendly or charit- 
able societies making deposits on their own account, or as the trus- 
tees of others, shall not be considered as subject to any penalty or 
forfeiture declared in the rules of amy such societies. 

17. No anonymous depositor. — No person shall be allowed to 
make any deposit by ticket or number, without disclosing his or her 
name, together with his or her profession, business, occupation, call- 
ing, and residence, to the managers. 

18. Deposits by trustees. — Deposits may be made by any person 
acting as trustee on behalf of another, notwithstanding such person is 
himself a depositor, subject to the same regulations as are required in 
the ease of a depositor on his own account ; and the receipt of such 
trustee, at the discretion of the managers, with or without the receipt 
of the person on whose account the sum may have been deposited, 
shall be a sufficient discharge. 

19. Depositor's signature.— All deposits are required to be made 
at the proper office, and within the regular office hours ; and every 
depositor, on making the first deposit, may be required to sign a 
book, containing the rules and regulations of the institution, and is 
to sign a declaration of his consent thereto, which signature shall be 
witnessed by a manager, by the secretary and actuary, or, in his 
absence, by an officer of the bank. 

20. Depositor's declaration. — Every person desirous of becoming 
a depositor into this bank shall, at the time of making the first de- 
posit, and at such other time as such persons shall be required so to 
do by the managers, sign, either by themselves, or, incase of infants 
under the age of seven years, by some person to he approved by the 
malingers, or such other persons as they shall appoint, a declaration 
that he or she is not entitled to any deposit in, or any benefit from, 
the funds of any other savings bank whatever, nor to any sum or 
sums standing in the name or names of any other persons in the 
books of this savings hank ; and in case such declaration shall not 
be true, or if any depositor into tills bank shall, at any time, have or 
hold, or he possessed of any deposit or funds in any other savings 
bank, every such person will forfeit and lose all right and title to 
any deposit in this savings bank, and the accounts of such person 
will be closed, and the amount so forfeited, together with all interest 
accrued thereon, will be paid over to the commissioners for the 
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reduction of the national debt, agreeably to act of parliament in that 
case made. 

21. Deposit book. — All deposits shall be entered in the books of 
the institution at the time when they are made, and the depositor 
shall receive a book with a correspondent copy of his or her account 
therein, which deposit account book must be produced at the bank, 
and signed by a manager, whenever any further sum is deposited or 
drawn out. And in case any depositor should lose this book, imme- 
mediate notice thereof is to be given at the bank, when, upon a satis- 
factory explanation of the cause, and a payment of one shilling, a 
duplicate book will be furnished within fourteen days. 

22. Return and refusal of deposits. — The managers shall be at 
liberty to return to any one, or all of the depositors, at any time, the 
whole amount of his, or her, or their deposits, upon giving him, her, 
or them, one month's notice of their intentions so to do, such notice 
being previously approved at a board of managers and trustees ; such 
notice to be signed by two managers, and the interest due to such 
depositor or depositors to be calculated, according to the rules of this 
institution, up to the expiration of the notice, beyond which time no 
interest will be allowed. The managers shall also be at liberty to 
refuse any deposit which may be offered. 

23. Withdrawing deposits. — Depositors being desirous of with- 
drawing their deposits, or any part thereof, must give notice of their 
intentions on some one day in every week, appointed by the mana- 
gers for that purpose ; of which day, so appointed, notice shall, from 
time to time, be affixed upon some conspicuous part of the premises 
where the business of the bank is conducted ; and the sum applied 
for will be paid at such meeting for the repayment of deposits, 
within fifteen days from such notice, as may be appointed by the 
managers, together with the interest, if any be due thereon, up to the 
period of such notice being given ; unless the managers present at 
the meeting, when such deposits shall be applied for, shall think 
proper then to repay the same ; but if not applied for at such meet- 
ing for repayment, a fresh notice will be required before the payment 
can be made. Such payments can only be made to the depositor 
personally, and on his or her receipt, except under power of attorney. 

24. Power of attorney. — Money deposited in this bank can be 
repaid only to the depositor personally, or to the bearer of a power 
of attorney, under his or her hand, signed by the depositor, and wit- 
nessed by a manager or officer of this bank, or by the minister, or 
one of the churchwardens of the parish wherein the depositor resides, 
according to a form, which shall not be subject to any stamp, and may 
be obtained by applying at this bank, during the hours of business. 

25. Withdrawing and re-depositing. — Depositors may withdraw 
any sum or sums of money out of this savings bank, and re-deposit 
therein any sum or sums of money, at any time or times appointed 
for receiving deposits, within any one year ending the 20th day of 
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November ; provided such sum or sums re-deposited, and" any pre^ 
vious deposit or deposits which shall have been made in the course 
of the year, taken together, shall not exceed at any one time in such 
year, the sum of thirty pounds additional principal money, or one 
hundred and fifty pounds in the whole. 

26. Transfer of deposits* — Any depositor in this savings bank 
changing his or her place of residence, may withdraw the whole 
amount of his or her deposit, and interest thereon (but not in parts 
or shares), for the purpose of investing the same in any other savings 
bank ; and the managers will grant to such person a certificate, 
stating the amount to be withdrawn for that purpose, which will . be 
an authority for the savings bank to which it is addressed, to receive 
the sum therein stated from such person,- agreeably to the Act of 
parliament ; and any depositor in any other savings bank wishing to 
remove his or her deposit to this savings bank, may do so in like 
manner, upon producing a certificate from a manager of such other 
savings bank, agreeably to the form directed by the commissioners 
for the reduction of the national debt ; provided that previous to 
such investment, alike declaration shall be made by the person ap- 
plying to make such deposit as is required in other cases of making 
deposits, and such person shall be considered in all respects as an 
original subscriber, and shall be liable to all the rules and regular 
tions of this savings bank. 

27. Depositors unable to attend. — Forms for signature may be had 
at the bank, enabling persons who are unable to attend to become 
depositors ; and those persons who are already depositors may send 
additional sums to be deposited by any other person on their behalf, 
together with their deposit book. 

28. Depositors becoming insane, or otherwise incapacitated to act. — 
In case any depositor in this institution shall become insane, or 
otherwise incapacitated to act, whether from illness or other cause ; 
and if the same shall be proved to the satisfaction of the managers, 
at one of their meetings, by the certificate of a medical attendant in 
cases of insanity, or by the certificate of a medical attendant, or 
otherwise, in cases of illness, or other bodily infirmity ; and if the 
managers shall be satisfied of the necessity of the case, they shall 
authorise the treasurer of this institution to pay weekly, or other- 
wise, such sum, for the care, maintenance, and medical attendance of 
such depositor, as they shall think fair and reasonable ; and they may 
also authorise the treasurer to make such other payments on account 
of such depositor as the urgency of the case may require ; all which 
weekly or other payments shall be made out of the monies standing 
in the name of, or belonging to, such depositor, on the receipt of the 
parties to whom such payments shall be made. 

29. Deposits fraudulently withdrawn. — The managers, and the 
secretary and actuary, will diligently endeavour to prevent fraud, and 
identify every depositor transacting business at this bank ; but in 
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tsase any' person presenting a deposit book (the depositor not having 
given previous notice to the bank of his hook being lost or stolen), and 
stating himself or herself to be the depositor named therein, shall 
unlawfully obtain any deposit or sum of money from any manager, 
or from the secretary and actuary of this sayings bank, they will not 
be responsible for the loss so sustained ty any depositor, neither will 
they or this institution be liable to make good the same, provided 
that such payment has been entered in the book of the depositor at 
the time when made. 

■ 30. Investment. — All monies belonging to this institution shall be 
invested in the bank of England, in the names of the commissioners 
for the reduction of the national debt, except such sums of money 
as, from time to time, shall necessarily remain in the hands of the 
treasurer, to answer the exigencies thereof. 

31. Probate of will for effects under fifty pounds exempt from 
stamp duty. — In case any depositor shall die, leaving a sum of 
money in the funds of this institution, which, with the interest due 
thereon, shall exceed in the whole the sum of fifty pounds, the same 
shall not be paid to any other person or persons, as representative or 
representatives of such depositor, but upon production of the pro- 
bate of the will of the deceased depositor, or letters of administration 
t>f his or her estate and effects. And in case the whole estate an4 
effects of such depositor, for or in respect of which any probate or 
letters of administration shall' be granted, shall not exceed the value 
of fifty pounds, a certificate of the amount and value of the share 
•and interest which the deceased depositor had in the funds of this 
institution shall be given, under the hands of one manager, and 
countersigned by the secretary or other officer, by virtue of which 
certificate no stamp duty will be chargeable on such probate or 
letters of administration. 

Form of Certificate. 

St. Mary-le-bone Bank for Savings. 
It is hereby certified, to all whom it may concern, that the whole 
of the deposits, together with all interest thereon, due to 

of in the county of 

from the funds of this institution, on the day of 

18 amounted to the sum of 

Witness our hands, this day of 18 

32. Administration bonds, where deceased depositor's whole estate 
and effects are under fifty pounds, exempt from stamp duty. — In 
case the whole estate and effects of any depositor, for or in respeet of 
which letters of administration shall be granted, shall not exceed the 
value of fifty pounds, no stamp duty is chargeable upon the bond 
required to be given by the administrator for the due administration 
of the effects of such deceased depositor, nor upon any affidavit or 
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document lending to or connected with such administration ; but 
every such bond and affidavit are, by act of parliament, exempt 
from stamp duty. 

33. Payments m/ilfr fifty poini'ls, in case of death and non-ad- 
i>i'mii>tmtion.—\TL case any depositor shall die, leaving a sum of 
money in the funds of this institution, which, with the interest duo 
thereon, shall not exceed in the whole the sum of fifty pounds, it 
shall be lawful for the managers, if Llu-y shall be Ktuft&d that no 
will has been made and left by such decreased depositor, and that no 
letters of administration will be taken out, of the goods and chattels 
of such depositor, to pay the same to such person or persons as shall 
appear to the managers to be the lawful representative of the de- 
ceased ; provided that the claim bo made within two years from the 
death of the depositor. 

34. Auditors. — The accounts shall be examined from time to time 
by such person or persons as the board of managers may at any of 
their meetings appoint; and at the annual general mei ling a report, 
containing a statement of the accounts, shall be submitted, with the 
observations of the managers thereon, if any occur to them. 

35. Annual statement. — A duplicate of the annual statement of 
this savings bank, prepared up to the 20th day of November in 
every year, and forwarded to the commissioners for the reduction of 
the national debt, accompanied by a. list of the trustees ami managers 
of this institution for the time being, shall be affixed and exhibited 
in some conspicuous part of the office or place where the deposits are 
usually received. A printed copy of such annual statement every 
depositor shall be entitled to, on payment of one penny. 

36. Arbitration. — Any matter in dispute between tins institution, 
or any person acting under the same, and any depositor therein, or 
any person claiming to be executor, administrator, next of kin, or 
creditor of any deceased depositor, shall be referred to the arbitration 
of two persons, one to be named by the managers and the other by 
the claimant; and in case the arbitrators, so appointed, shall not 
agree, then such matter in dispute shall be referred, in writing, to the 
barrister-at-law appointed by the commissioners for the reduction of 
the national debt, and the decision and award of such arbitrators or 
barrister shall be final and decisive, to all intents and purposes, with- 
out any appeal. 

37. Superintending committee. —A committee shall be annually 
chosen from among the managers, by ballot, at the annual meeting 
of the patron, trustees, and managers of this institution ; which com- 
mittee are empowered to superintend and conduct the general busi- 
ness of the bunk, and to fill up and arid to the number of the ma- 
nagers during the year. This committee shall consist of nineteen 
members, the trustees being ex-ujjicio members of tins committee, 
three to form a quorum ; and not less than live members of the com- 
mittee must be present to authorise any expenditure which shall 
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exceed the sum of twenty- five pounds for any one object ; and this 
committee are empowered to appoint sub-committees from their 
members. The committee shall report their proceedings to the 
general annual meeting. 

38. Cheques on treasurer. — No cheques shall be drawn upon 
the treasurer, but on the signature of two managers ; and counter- 
signed by the secretary and actuary, or his assistant* 

39. Regulations.— The managers shall be empowered to make such 
further regulations, or alterations of those already made, as they may 
from time to time deem necessary for the benefit of the Institution ; 
provided such be not contrary to the spirit of these regulations, and 
are approved by a general meeting, and duly enrolled at the sessions. 
The bank may be closed for three weeks immediately following the 
20th day of November, in each year, or for as much less time as the 
managers may direct, in order to enable the actuary to make up the 
interest and other accounts required by Act of parliament. 

40. Donations, fyc. — Donations and legacies will be received from 
those desirous of promoting the object of the Institution, which shall 
be considered an auxiliary fund, to meet any expenditure which may 
occur beyond what the usual funds of the Institution may at first be 
enabled to support; or to be otherwise disposed of, as may be deter* 
mined by the trustees and managers. 



Table shewing the produce of weekly savings of one shilling, for 
various periods, distinguishing the amount paid in from the inter- 
est accruing thereon, by which it will be seen that the interest 
added is nearly equal to the money paid in at the end of the 
period ; the interest amounting to 661. 2s. 5d. upon 83Z. 10s. paid in. 



Number 
of years. 


Amount 
paid in. 


Amount of 
Interest thereon. 


Total Produce. 




£ s. d. 


£ s. d. 


£ 


s. d. 


3 


7 17 


7 8 


8 


4 8 


7 


18 6 


2 5 5 


20 


11 5 


14 


36 11 


9 19 11 


46 


10 11 


21 


55 16 


24 12 4 


79 


8 4 


28 


73 3 


47 19 7 


121 


7 


32 


83 10 


66 2 5 


149 


12 5 



This will clearly prove the very great advantage to be derived 
from a provident saving of a sum even so small, as few can plead 
inability to spare. 
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204 THE HISTORY AND PRINCIPLES 

Scotland has always had the advantage of savings 
banks by means of the deposit system, which is a 
regular branch of the business of the commercial 
banks. But, as the banks will not receive a smaller 
deposit than ten pounds, savings banks have been 
formed to receive small deposits ; and when the sums 
received from any one depositor, amount to ten 
pounds, the account is transferred into one of the 
regular banks, and the party is then allowed to make 
any further addition he thinks proper. The deposit 
system of banking is universally considered to be 
one cause of the prudence and frugality by which the 
lower classes of the people of Scotland are dis- 
tinguished. 

The savings banks were rendered increasingly 
useful to the public by an Act (3 Wm. iv., c. 14) 
passed in 1833, " to enable depositors in savings 
banks, and others, to purchase government annui- 
ties through the medium of savings banks." 

By this Act annuities may be obtained at the 
savings banks, either by persons who are depositors,' 
or not. The annuities may be either immediate or 
deferred, and for a term of years or for life. The 
annuity, however, must not exceed the sum of 20/. 3 
nor be granted on any life under fifteen years of age. 
The sums paid for the purchase of these annui- 
ties are received at the savings banks, and the 
annuity is paid at the savings banks. It may how- 
ever be paid at a different savings bank from that 
which receives the purchase money, if the party de- 
sires it. The purchaser of an annuity upon any life 
may subsequently purchase an additional annuity upon 
the same life, without fresh certificates as to the age 
of the nominee, but both annuities together must not 
exceed the sum of 20/. If the annual payments made 
for the purchase of a deferred annuity # be not kept 

* Upon the principles of annuities, see M'Culloch's Commercial 
Dictionary — article, Interest 
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up, or if the nominee of a deferred life-annuity die 
before the annuity commences, then all payments 
made for the purchase thereof are to be returned. 
In places where no savings bank is established, a 
society may be established for the purpose of granting 
annuities, provided the rector, or vicar, or minister 
of the parish, for the time being 1 , or a resident justice 
of the peace, be one of the trustees of the society. 
No annuity granted under this Act is liable to any 
taxes, charges, or impositions whatever. 

The following are the Official Instructions for the 
establishment of Parochial Societies for granting 
Government Annuities. 

" The stat. 3 \Vm. iv. c. 14, was framed with the 
view of enabling the industrious classes to purchase, 
by the payment of a certain sum in the first instance, 
or by annual instalments, an annuity, to commence 
at any age the purchaser may please; and may be 
either immediate or deferred, for life or for a term of 
years. 

" No unnecessary expenses are incurred in the 
management, which is wholly gratuitous, the trus- 
tees and managers acting as the agents of govern- 
ment; the amount of the annuity to be purchased 
cannot be less than 41. or more than 20/. per annum, 
and is secured by government. No annuity can be 
contracted for, on the life of a person under the age of 
fifteen. The money to be paid may be either in one 
sum in the first instance, of by weekly, monthly, 
quarterly, or yearly payments, as may suit the con- 
venience of the purchaser. The amount of the money 
paid down, or of the yearly instalments, will of 
course depend upon the age of the party, and the 
time when he wishes the annuity to commence. The 
annuity is payable half-yearly, viz. on the 5th of 
January and 5th of July, or the 5th of April and 10th 
of October. But if a party wish to have the annuity 
payable quarterly, he may effect his object by pur- 
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chasing one-half payable in January and July, and 
the other in April or October. Provisions are also 
made for enabling the party to make his annual pay- 
ments, or receiving the annuity at any other society 
than the one at. which the contract was origin- 
ally entered into. Upon the death of the person 
on whose life the annuity depended, a sum equal to 
one-fourth part of the said annuity (over and above 
all half-yearly arrears thereof respectively) will be 
payable to the person or persons entitled to such 
annuity, or his, her, or their executors or adminis- 
trators, (as the case may be,) provided such last 
mentioned payment shall be claimed within two 
years after such decease, but not otherwise ; provided 
also, that the fourth part of any expired life annuity, 
payable under the provisions of the said Act, will not 
be payable, nor be paid upon, or in respect of any 
deferred life annuity, unless one half-yearly payment 
of such deferred life annuity shall have been actually 
paid or become due at the time of the decease of the 
nominee. Independently of the advantages which 
are thus afforded to the industrious classes to obtain 
by small payments a certain provision in old age, or 
at any other stated period, secured by government, and 
of which they cannot be deprived on account of mis- 
calculation, the tables of contributions have been so 
calculated, that if the purchaser of a deferred life 
annuity die before the time arrives at which the annuity 
is to commence, the whole of the money he has actually 
contributed will be returned, without any deduction, to 
his family. And if it does not exceed 50/. it is not 
necessary that probate or letters of administration 
should be taken out. But if he has left a will, or 
administration is taken out, no stamp or legacy duty 
is payable in respect of the sum so returnable, if the 
whole estate, &c. of the member is under 50/. ; and 
again, if a purchaser is incapable of continuing the pay* 
ment of his yearly instalments, he may, at any time, 
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upon giving three, months' notice, receive back the whole 
of the money he has paid. No annuity granted will be 
subject or liable to any taxes, &c. ; nor can the same 
be transferred or assigned, but must continue to be 
the property, or be received for the benefit, of the 
party by or for whom it was purchased; but in case 
of the bankruptcy or insolvency of the purchaser of 
an annuity, the same is to be repurchased by the 
commissioners, at a valuation according to the tables 
upon which the annuity was originally granted, and 
the money will be paid to the assignee, for the benefit 
of the creditors. 

" A parochial society is not confined to the parish in 
which it may be established ; but any person, where- 
soever resident, may subscribe thereto, and will, on 
application at the office where the business of the 
society is transacted, receive every information he or 
she may require, and he furnished with a form of 
certificate of birth, &c, which must he produced 
before the contract for the annuity can be entered 
into." 

" From the above statement it will appear that any 
deferred annuity, purchased by annual or other pay- 
ments, from a society established under the stat. 
3 Win. iv., c. 14, will entitle the purchaser (if he 
live to the age at which the annuity is to commence) 
to receive an annuity equivalent to the value of all 
his payments, with the accumulation of compound 
interest; if he is unable to continue his yearly instal- 
ments, he may have back all the money he has paid, 
exclusive of interest; and if he die before the com- 
mencement of the annuity, his family will, in like 
manner, receive the whole of the contributions he 
may have actually made previous to his decease, 
exclusive of interest. 

"In order to establish a society under the provisions 
of the above statute, the first step to be taken is to 
call a meeting of the persons who may be desirous of 
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forming it, and at such meeting to appoint the trus- 
tees, treasurer, managers, and secretary, and to pre- 
pare a set of rules. 

" The following rules have been framed agreeably 
to the provisions of the statute ; but such other rules for 
the management, Sfc. may be added, or such alterations 
made in them as the parties forming the society may think 
proper. 

i ' The rules, when agreed upon by the trustees and 
managers, must be written on parchment, and signed 
by two of the trustees, and transmitted to John Tidd 
Pratt, Esq., the barrister-at-law appointed to certify 
the rules of savings banks, 4, Elm Court, Temple, 
London, for his certificate that they are in conformity 
to law, and with the provisions of the Act 3 Wm. iv. 
c. 14; and when so certified, must be sent with a 
duplicate copy to the clerk of the peace for the 
county, &c. in which the parish or place is situate, 
for the purpose of being enrolled at the ensuing 
quarter sessions ; when enrolled, the duplicate copy 
will be returned by the clerk of the peace. A copy 
of the rules on parchment, with the certificate of two 
trustees that they have been duly certified and enrolled, and 
that one of the trustees is the rector, $fc. of the parish, 
or a justice of the peace resident in the parish, must be 
transmitted to the commissioners for the reduction of the 
national debt, Old Jewry, London, and the necessary 
forms, &c, with the system of book-keeping, will be 
immediately forwarded to the trustees, to enable them 
to open an account with the said commissioners, for 
the purposes of the said Act. 

" By the 9th Geo. iv. c. 92, § 4, the fee payable to 
the barrister for his certificate is one guinea, and the 
clerk of the peace is entitled to ten shillings. 

' ' The expenses attending the conveyance of rules, 
and of correspondence, &c, must be defrayed by the 
society. 
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Rules of the Government Annuity Society, estab- 
lished in the parish of , in the county of 

, pursuant to stat. 3 Wm. iv., c» 
14, and duly enrolled in conformity therewith* 

*' 1. The objedt.—Tke object of this society is to enable depositors 
in savings banks, and others, to purchase government annuities, 
immediate or deferred, for life or for a certain term of years, accord- 
ing to the tables provided for that purpose, and sanctioned by the 
lords of the treasury. — 3 Wm. iv. c. 14, § 1. 5. 

2. Donations, fyc— Donations and legacies will be received from 
those persons desirous of promoting the object of the institution, 
which shall be considered an auxiliary fund, to meet any expenditure 
beyond what the funds of the institution may at first be enabled to 
Support; or be otherwise disposed of, in aid of the objects of the 
institution, as may be determined by the trustees and managers. 

& Management. — This society shall be under the management of 
a treasurer, trustees, and managers ^ one of such 

trustees shall be the rector, or vicar, or minister of the parish of 
, for the time being, or a justice of the peace resident in 
the said parish. In case of a vacancy in the office of treasurer, 
trustee, or manager, such vacancy shall be filled up by the remaining 
trustees and managers. The clerk and officers shall be appointed and 
removed by the trustees and managers. 

4. iyb emoluments, — No person, being a trustee, treasurer, or 
managed of this society, shaU derive any emolument, profit, benefit, 
6r advantage, directly or indirectly, from the funds of this society. 
r-0 Geo. iv. c. 92, § 6 ; 3 Wm. iv. c. 14, § 26. 

5. Security to be given by treasurer and other officers. — The 
treasurer, as well as every officer, or other person receiving any 
salary or allowance for their services from the funds of this society, 
shall give good and sufficient security for the just and faithful execu- 
tion of such office or trust, in Such amount as the trustees and 
managers shall from time to time direct ; and such security shall be 
given by bond to the clerk of the peace for the county of 

and be approved of by two trustees and three managers. — 9 Geo. 
rv. c, 92, § 7 ; 3 Wm. iv. c. 14, § 26. 

6. Liability of trustees and managers. — No trustee or manager 
shall be personally liable, except for his own acts and deeds, nor for 
any thing done by him in virtue of his office, except in cases, where 
he shall be guilty of wilful neglect or default. — 9 Geo. iv. c. 92, § 9.; 
3 Wm. iv. c. 14, § 26. 

7. Annual and other general meetings. — The office of this institu- 
tion shall be at , and the annual general meeting, 
consisting of the trustees and managers of the institution, and the 
honorary subscribers thereto, shall be held at the office of the 
institution, or at such other place as the trustees and managers may 

P 
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appoint, on , at o'clock ; and special general 

meetings may be called at the request of any trustees 

or managers. 

8. Monthly meetings of trustees and managers, — General stated 
meetings of the trustees and managers shall be held at the institu- 
tion on in every month, at o'clock, to superintend 
the general concerns of the institution. 

9. Visiting managers. — Two managers shall be appointed to 
attend each month at the office, during office hours. They must 
attend themselves, or procure the attendance of other managers. 
They shall examine the account books and ledgers, and see that all 
receipts and payments are regularly entered and correctly posted. 

10. Days and hours of attendance, and mode of transacting 
business, — The office shall be open on in every 

for the receipt or payment of money, from o'clock until 

. All money received shall be entered in the account 
book or ledger, in the presence of the party who pays the same, 
who, on applying to contract for the annuity, as well as at any time 
thereafter, when required by any trustee or manager, shall sign his 
name or mark to a declaration, in the form directed by the commis* 
sioners for the reduction of the national debt, that he does not 
possess, or is not entitled to any annuity or annuities under the 
provisions of the statute, 3 Wm. iv. c. 14, exceeding in the whole 
the sum of 20/. per annum. He shall then receive a book, containing 
an abstract of the rules, with a certificate of the contract for the 
annuity, signed by two trustees or managers, and also an account of 
the money paid, attested by the signature of a manager, which book 
must be brought to the office whenever any further payment is made, 
that the transaction may be entered therein. No person will be 
allowed to contract for an annuity without disclosing his name* 
together with his profession, business, occupation, calling, and 
residence, which shall be entered in the books of the institution. 
No transaction will be considered binding on the institution* unless a 
manager is present, and affixes his signature to every receipt and 
payment. — 3 Wm. iv. c. 14, § 3. 

11. Admission fee, §c. — Upon application for the purchase of an 
annuity, the party must pay 2s. 6d. as an admission fee ; and if the 
annuity is contracted for, the further sum of one shilling annually, 
towards defraying the necessary expenses incurred by the insti- 
tution. — 3 Wm. iv. c. 14, § 3. , 

12. — Age of nominee and amount of annuity. — No annuity can be 
contracted for upon the life of any party or nominee who is under 
the age of fifteen ; and no annuity or annuities can be possessed by 
any one individual exceeding in the whole the sum of 20/. nor less 
than 41. per annum. If any individual shall have or hold, or b$ 
possessed at any one time, of any annuity or annuities granted under 
the provisions of 3 Wm. iv. c. 14, exceeding in the whole, the sum 
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of 201. per annum, the said annuity or annuities will immediately 
cease and be forfeited. — 8 Wm. iv. c. 14, § 2. 

13. Fractional parts of annuity, when not payable. — When the 
calculation of the amount of any annuity shall produce a fraction less 
than sixpence, the fractional part of the said annuity less than 
sixpence will not be paid. — 3 Wm. iv. c. 14, § 7. 

14. Minors may purchase annuities. — Minors may contract for 
annuities in their own names ; and the receipt of such person shall 
be a sufficient discharge, notwithstanding his or her incapacity or 
disability in law to act for him or herself. — 9 Geo. iv. c. 92, § 25 ; 
3 Wm. iv, c. 14, § 13. 

15. Annuities may be contracted for by trustees. — Annuities, may 
be contracted for by persons acting as trustees on behalf of others, 
subject to the same rules and regulations as are required in the case 
of parties contracting for annuities on their own account; and the 
contract shall be inserted in the books of the Institution in the joint 
names of such trustee or trustees, and of the person or persons on 
whose account such annuity shall be contracted for; and there- 
ceipt of such trustee or trustees, or the survivor of them, &c, with 
or without the receipt of the person on whose account such annuity 
may have been contracted for, at the discretion of the said trustees 
or managers of the Institution, shall be a good and valid discharge. — 
9 Geo. iv. c. 92, § 33 : 3 Wm. iv. c. 14, § 13. 

16. Contracts for annuities to be approved of by Commissioners, fyc. 
—Proof required of age and existence, fyc of annuitant. — All con- 
tructs for annuities must be sanctioned by the commissioners for the 
reduction of the national debt, or the comptroller-general, or assistant 
comptroller-general, acting under the said commissioners ; for which 
purpose any party desirous of purchasing an annuity must furnish 
the managers with proof of the age of the person on whose life the 
annuity is to be granted; and twenty-one days previous to payment 
being demanded of any life annuity, proof, to the satisfaction of 
the said commissioners, or the comptroller-general, or assistant comp- 
troller-general, must be given to the said managers of the exist- 
ence and identity of the party upon whose life the annuity is 
granted, by his or her personal appearance before a manager, or by 
a certificate under the hand of the minister of the parish, or of a 
magistrate of the town or place where such person resides, which 
proof of existence must be either upon the day on which the half-yearly 
payment of the life annuity falls due, or upon some day subsequent 
thereto. When the annuity is granted for a term of years, the same 
will be paid when due, without any proof being required. — 3 Wm. 
iv. c. 14, § 1, 2, 14, 15. 

N. B. The form of certificates of birth and of existence and identity 
may be obtained on application at the office of the institution. 

17. When annuity granted on life of nominee, further annuity may 
be purchased without fresh proof. — Whenever satisfactory proof of the 
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age of any nominee baa been produced, any other person may contract 
for an annuity upon the life of such nominee, without the production 
of any further proof of age. — 3 Wm. iv. c. 14, § 9. 

18. Time when annuity cannot be contracted for. — No annuity can 
be contracted for within the space of fourteen days next after any 
of the quarterly days appointed for payment of annuities. — 3 Wm. 
iv. c. 14, § 12. 

19. Money received for annuities to be paid to commissioners. — If 
the annuity purchased is an immediate annuity, or a deferred annuity, 
to be paid for by the purchaser at once, the money received by the 
Institution in such cases will be paid over without delay to like com- 
missioners for the reduction of the national debt; but if the contract 
is for a deferred annuity, to be purchased by annual payments, such 
annual payments will be made to the said commissioners yearly, 
although for the convenience of the purchaser, the money will be 
received from him by the managers, by monthly or other payments, 
as mentioned in the certificate of contract. — 3 Wm. iv. c. 14, $ 1. 

20. Time when annuities are payable, and amount of payment at 
death. — All annuities, when due, will be payable to the trustees by 
two equal half-yearly payments, viz. on the 5th of January and 5th 
of July, or 5th of April and 10th of October, in every year; that is^ 
on the 5th of January in respect of all purchases completed by pay- 
ment of money by the trustees into the bank of England at any time 
during the quarter ending on the 10th of October preceding such 5 th 
of January ; on the 5th of April, in respect of all such purchases so 
completed at any time during the quarter ending on the 5th of 
January preceding the 5th of April ; on the 5th of July in respect of 
all such purchases so completed at any time during the quarter end* 
ing on the 5 th of April preceding such 5 th of July; and on the 10th 
of October in respect of all such purchases so completed at any time 
during the quarter ending on the 5th of July preceding such '10th 
of October. The annuities will be payable to the parties entitled, 
thereto, if it be a life annuity, on the first day the Institution is 
opened after the respective quarter days before mentioned, and after 
proof has been given and approved of as aforesaid. On the death of 
the nominee or person on whose life the annuity is granted, a sum 
equal to one-fourth part of the annuity, over and above all half- 
yearly arrears thereof respectively will be paid to the person entitled 
to the annuity, or to his or her executors or administrators, on the 
half-yearly day of payment next succeeding the production to the 
trustees of proof of the death of nominee, provided Such proof is pro- 
duced to the trustees (to be by them forwarded to the commissioners) 
forty days before the 5th of January, 5 th of April, 5th of July, and 
10th of October respectively; and that such payment is claimed 
within two years after the death of the nominee; but the fourth part 
of any expired life annuity will not be payable in respect of any de- 
forced life annuity, unless one half-yearly payment of such: deferred 
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life annuity shall have been actually paid or become due at the time 
of the decease of such nominee. — 3 Win. iv. c. 14, § 11. 

21. Annuity contracted for in one -parish may be received, fyc. at 
another. — When a party, having contracted for an annuity, shall 
remove his residence, arrangements may be made, with the sanction 
of the commissioners for the reduction of the national debt, for his 
paying the monthly or annual instalments, as well as receiving the 
annuity at any other Bavings bank or parochial society, adopting the 
provisions of the stat. 3 Wm. iv. c 14. 

22. Annuity not trans/ 'arable — No annuity, when purchased, can 
be transferred or assigned by the purchasers, so as to enable the as- 
signee to receive the same during the life-time of the purchaser, 
except in case of insolvency or bankruptcy, when the same will 
become the property of his or her creditors ; and in such case the 
commissioners for the reduction of the national debt will re-purchase 
the annuity at a fair valuation, according to the tables upon which 
the annuity was originally purchased. — 3 Wm, iv. c. 14, § 16. 

23. Stamp duly not pnynbl-e. — Xo stamp duty is payable upon, Or 
in respect of the copy of any register of birth, or baptism, or mar- 
riage, or burial of any nominee or other person, or upon or in 
respect of any certificate, aliidavit, affirmation, or declaration made 
or taken in pursuance of the stat. 3 Wm. iv, c. 14, or upon or in 
respect of any certificate or other instrument respecting the payment 
of money for the purchase of any annuity, or of any power of attorney 
authorizing the receipt, or in respect of any receipt for the payment 
of any annuity or any part thereof. — 10 Geo, iv, c. 24, § 38 ; 3 
Wm. iv. c. 14, § 19. 

24. — Annuity not subject to any tax, SfC. — No annuity will he sub- 
ject or liable to any taxes, charges, or impositions whatever, and 
shall be deemed to be personal estate, and, in all cases where the 
same shall not depend 141011 the life of the person purchasing the 
same, shall go to his executors or administrators. — 3 Wm. iv. c. 
14, § 17. 

25. Money paid for purchase of nmiiiity, if lira returnable. — When- 
ever any person, having made one or more payment or payments 
for the purchase of a deferred annuity, shall make default in paying 
or continuing to make the residue of such payments, the amount of 
all the payments which shall have been actually made previous to such 
default, shall upon three months' notice to the trustees and managers, 
to be by them notified to the commissioners for the reduction of the 
national debt, of his inability to continue his payments, be returned, 
exclusive of interest, to the said person so making default as afore- 
said ; or in case of the death of the party having contracted for any 
deferred annuity previous to the said annuity becoming payable, the 
amount of all the payments which have been made previous to hia 
death shall be paid, exclusive of interest, to hia executors or admi- 
nistrators.— 3 Wm. iv. c. 14, % 18. 
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20.— Member becoming insane, or otherwise incapacitated to ad. — In 
case any member of this society, having contracted for or become enti- 
tled to any annuity, shall become insane or otherwise incapacitated to 
act, whether from illness or any other cause, and if the same shall 
be proved to the satisfaction of the managers by the certificate of a 
medical attendant in cases of insanity, or by the certificate of a 
medical attendant or otherwise, in cases of illness or other bodily 
infirmity, and if the managers shall be satisfied of the necessity of 
the case, they shall authorize the treasurer of this society to pay to 
the wife, child, relation, or friend of such member, such weekly 
sum for the care, maintenance, and medical attendance of such mem- 
ber as they shall think fair and reasonable ; and they may also 
authorize the treasurer to make such other payments on account of 
such member as the urgency of the case may require, all which 
weekly or other payments shall be made out of the monies standing 
in the name of, or belonging to such member, on the receipt of the 
party to whom such payment shall, by the said managers, be directed 
to be made. 

27. — On death of party, if payments to be returned exceed 501., 
probate, fyc. must be taken out ; if under 501, , and no wiU, $c, same To 
be divided among relations. — If any person having contracted for an 
annuity shall die previous to the said annuity becoming payable, and 
the money payable to his executors or administrators exceeds* the 
sum of 60/., the same shall not be paid to any person or persons as 
representative or representatives, but upon probate of the will of the 
deceased, or letters of administration of his or her estate and effects; 
provided that where the whole estate and effects of the deceased for 
or in respect of which any probate or letters of administration shall 
bo granted, shall not exceed the value of 50/., no stamp duty shall 
be chargeable thereon, nor upon any legacy or residue, or part 
thereof bequeathed, nor upon any share or part of the estate or 
effects to be paid or distributed by or under such probate or letters 
of admini titration ; but in every such case a certificate of the amount 
due to the deceased shall be granted, in the form following, which 
shall be signed by one trustee or manager, and be countersigned by 
the secretary : 

" ___ Annuity Society. 

It is hereby certified, that the amount of the payments made by 

previous to his decease, amounted to the sum 
of £ 

Witness our hands, this day of 18 

Trustee or Manager. 
Secretary." 
But in case the money, paid by the deceased, and returnable on his 
death, shall not exceed the sum of 50/., and the trustees and mana- 
gers shall be satisfied that no will was made and left by the deceased, 
and that no letters of administration will be taken out, of the goods 
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and chattels of the deceased, the trustees and managers may pay and 
divide the same at any time after the death of the deceased, to and 
among his or her relations, according to the Statute of Distributions. 
—9 Geo. iv. c. 92, § 40, 41 ; 3 Wm. iv.^c. 14, § 26. 

28. Disputes, how settled. — If any dispute shall arise between this 
institution, or any person or persons acting under it, and any party 
who has contracted for an annuity, or any executor, administrator, 
next of kin, or creditor of any such party, or any person claiming 
to be such executor, administrator, next of kin, or creditor, then and 
in every such case the matter so in dispute shall be referred to the 
arbitration of two indifferent persons, one to be chosen and appointed 
by the trustees or managers, and the other by the party with whom 
tjje dispute arose ; and in case the arbitrators so appointed shall not 
agree, then such matter in dispute shall be referred in writing to the 
barrister at law appointed to certify the rules of savings banks, who 
sliall receive a fee of not more than one guinea ; and whatever award, 
order, or determination shall be made by the said arbitrators, or by 
the said barrister, shall be binding and conclusive on all parties, and 
shall be final, to all intents and purposes, without any appeal; and 
the said award, order,, or determination shall declare by whom the 
said fee payable to the said, barrister shall be paid. — 9 Geo. iv. c. 
92, § 45 ; 3 Wm. iv. c. 14, § 26. i 

29* Penalty in case of certificate, fyc. containing untrue statement* 
— If any certificate, affidavit, affirmation, or declaration shall be 
produced to the commissioners, which shall contain any untrue 
statement of the age of any person proposed or appointed to be a 
nominee, with Intent to obtain an annuity on the continuance of the 
life of any person under Jthe age of fifteen, or to obtain any higher 
rate or amount of annuity during the life of any nominee than would 
be allowed according to the true age of such nominee, then and in 
every such case all money which may have been paid for or on- 
account of the purchase of such annuity, shall be forfeited, and all 
right and title to any annuity, which would or might otherwise have 
been payable in respect thereof, shall cease and determine, and the" 
person or persons by whom or on whose behalf such money shall 
have been paid, shall forfeit treble the amount of any and every sum 
which may have been received by or on behalf- of auch person oi| 
account or. in respect of such annuity, and also the further sum of 
500Z.— 10 Geo. iv. c 24, § 40 ; 3 Wm. iv, c, 14, § 13. 

30. Penalty for forging, fyc. certificate, fyc— If any person shall 
forge, counterfeit, or alter, or shall cause or procure lot be forged, 
counterfeited, or altered, or shall knowingly or wilfully act or assist 
in the forging, counterfeiting, or altering any register of the birth or 
baptism, or death or burial of any person or persons to be appointed 
a nominee or nominees, or any copy or certificate of any such 
register, or the name or names of any witness or witnesses to any 
such certificate, or any affidavit or affirmation required to be taken, 
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or any certificate of any justice of the peace or magistrate, or any 
certificate of any governor, or person acting as such, or minister, or 
consul, or chief magistrate of any province, town, or place, or other 
person authorized to grant any certificate of the life or death of any 
nominee ; or if any person or persons shall wilfully, falsely, and 
deceitfully personate any true and real nominee or nominees, or shall 
wilfully utter, or deliver, or produce to any person or persons acting 
under the authority of the Act of the 3d Wm. iv. c. 14, any 
forged register, or copy of register, or any such forged certificate, 
affidavit, or affirmation, knowing the same to he forged, counter- 
feited, or altered, with intent to defraud his majesty, his heirs, and 
successors, or with intent to defraud any person or persons whom- 
soever, then and in every such case all and every person and persons 
so offending, and being lawfully convicted thereof, shall be guilty of 
felony.— 10 Geo. iv. c. 24, § 41 ; S Wm. iv. c. 14, § 13. 

31. — Penalty on receiving annuity after death of nominee. — If any 
person shall receive any one or more payment or payments (other- 
wise than as authorized by these rules) upon or in respect of any 
annuity, granted under the provisions of the 3d Wm. iv. c* 14, 
after the death of any nominee, on the continuance of whose life such 
annuity was payable, knowing such nominee to be dead, every 
person so offending shall forfeit treble the amount of all money so 
received, and also the further sum of 500/. — 10 Geo. iv. c. 24, § 42 ; 
3 Wm. iv.c. 14, §13. 

32. If affidavit false, party guilty of perjury. — If any person, 
in any affidavit to be taken before any justice of the peace or 
magistrate, shall wilfully or corruptly swear or affirm any matter or 
thing which shall be false or untrue, every such person so offending, 
and being thereof duly convicted, shall be subject and liable to such 
pains and penalties as by any laws, any persons convicted of wilful 
and corrupt perjury are subject and liable to. — 10 Geo. iv. c. 24, 
§44; 3 Wm. iv. c. 14, § 13. 

Tables have been constructed under the sanction 
of Government, for the purpose of shewing the 
annual payments necessary to obtain an annuity 
upon any age from fifteen to eighty, either for life or 
for a term of years, and either immediate or deferred. 
A copy of these tables may be obtained for a small 
charge, at the various savings banks. 
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TABLE I. 



Table, shewing the annual payments necessary to 
obtain an annuity of 207. per annum for life, com- 
mencing at the expiration of twenty, twenty-five, 
and thirty years, upon the undermentioned ages. 



I 



Age. 



18 and under 19 



19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 



20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 



Annuity to 
commence in 
twenty years, 

yearly sum 
required. 




6 



£ s. d. 

10 4 6 

10 2 
9 19 
9 17 
9 14 
9 11 
9 8 
9 5 
9 1 
8 18 
8 14 
8 10 
8 6 
8 2 
7 19 
7 15 
7 11 6 
7 8 




6 



6 
6 
6 



Annuity to 
commence in 

twenty-five 
years, yearly 
sum required. 



6 
6 
6 
6 
6 
6 
6 
6 
5 
5 
5 
5 
5 
5 
5 
5 
4 
4 



s. 

19 

17 

14 

12 

9 

6 

4 

1 

18 

15 

13 

10 

7 

5 

2 



17 

14 



d. 





6 



6 

6 







6 





6 



6 



6 

6 



Annuity to 
commence in 
thirty years, 

yearly sum 
required. 



£ s. 
4 15 
4 13 
4 11 
4 9 

7 

5 

3 

1 
3 19 
3 17 
3 15 
3 13 6 
3 11 
3 9 

7 

5 

2 



4 
4 
4 

4 



d. 
6 









0* 









3 
3 
3 
3 



6 
6 


6 
6 



•• Example. — On the 13th of December, 1833, a person (whether male or 
female) ; aged twenty-four, and under twenty-five, contracts by annual payments, 
for an annuity of 20/. a year, to be enjoyed by him or her during the rest of his or 
her life, after the expiration of thirty years, reckoning such period from the time of 
purchase. Under that contract the party would receive the first half-yearly payment 
of the. said annuity on the 5th of April, 1864, that being the second quarterly day of 
payment next following the expiration of the term for which the annuity was agreed 
to be deferred. In this case the party would be required, first, to pay down 41. 3s. 
on' entering into the contract, on the 13th December, 1833, or to have made twelve 
monthly payments of 6s. lid. previous to that day: and, secondly, to continue to 
make the same payments of 41. Zs. annually, on or before the 10th of October, in 
each of the succeeding thirty years ; the last, or thirtieth annual payment being to 
be made on the 10th of October, 1863. 

If the party were to die on the 1st of October, 1840, or at that time to become 
incapable of continuing his payments, the sum of 29/. Is., being the amount of what 
he had paid, would be returned by the Society. 

Q 
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TABLE 11. 

Fable, shewing the value of an immediate life annuity 
of 20/., according to the age of the person upon 
whose life the annuity is to depend. The first half- 
yearly payment of the said annuity, will, in all 
cases, become due and be payable on the second 
quarterly day of payment next following the day of 
purchase. 



Ai{e < 


of tht 








Age of the 








Age of the 






person «tt 








person at 








person at 






the li 


roe oi 


Money to be 


the time oi 


Money to be 


the time of 


Money to be 


pair 


hate, 


p.iid down in one 


purchase, 


paid down in 


one 


purchase, 


paid down in one 


upon 


whom 


mm at 


the time 


upon whose 


sum at 


the time 


•pon whose 


sum at the tin* 


life the an 


of purchase. 


life the an- 


of purchase. 


file the an- 


of puncbjue. 


nnity 


is to 








nuity is to 








nuity Is to 






depend. 

I~ and 

undei 








depend. 








depend. 






£ 


s. 


d. 


If ind 
Ir undei 


£ 


s. 


d. 


If ind 
under 


£ 


s. d. 


15 


16 


377 


15 


6 


37 38 


321 


17 


7 


59 60 


208 


6 2 


16 


17 


374 


4 


1 


38 39 


318 


2 


11 


60 61 


202 


14 4 


17 


18 


370 


16 


7 


39 40 


314 


6 


7 


61 62 


196 


17 5 


18 


19 


367 


14 


6 


40 4) 


310 


7 


9 


62 63 


190 


14 11 


19 


20 


364 


19 


11 


41 42 


3C6 


5 


10 


63 64 


184 


8 


20 


21 


362 


12 


2 


42 43 


301 


18 


6 


64 65 


178 


1 


21 


22 


360 


10 


5 


43 44 


297 


7 


10 


65 66 


171 


14 2 


22 


23 


359 





4 


44 45 


292 


12 


6 


66 67 


165 


7 5 


23 


24 


357 


12 


6 


45 46 


287 


12 


6 


67 68 


159 


9 1 


24 


25 


356 


4 


7 


46 47 


282 


7 


10 


68 69 


153 


12 


25 


26 


354 


15 


3 


47 48 


276 


16 





69 70 


147 


16 2 


26 


27 


353 


3 





48 49 


271 





4 


70 71 


142 


2 6 


27 


28 


351 


1 


8 


49 50 


265 


I 


4 


71 72 


136 


11 9 


28 


29 


348 


17 


1 


50 51 


259 





4 


72 73 


131 


3 7 


29 


30 


346 


9 


5 


51 52 


252 


18 


11 


73 74 


125 


14 8 


30 


31 


343 


18 


10 


52 .(3 


247 


1 


8 


74 75 


120 


1 b 


31 


32 


341 


5 


5 


53 54 


241 


5 


11 


75 76 


114 


4 7 


32 


33 


338 


9 


5 


54 55 


235 


12 


7 


76 77 


108 


4 3 


33 


34 


335 


9 


11 


55 56 


230 


1 


5 


77 78 


101 


7 5 


34 


35 


332 


6 


9 


56 57 


224 


11 


8 


78 79 


94 


11 10 


35 


36 


328 


19 


11 


57 58 


219 


3 


8 


79 80 


Q8 


1 10 


36 


37 


325 


9 


11 


58 59 


213 


15 


9 


80 or up- 


81 


14 10 




















wards. 


1 





The Act which established the annuities, amended 
the Act passed in 1828 for the regulation of savings 
banks. Persons withdrawing the whole of their de- 
posits are allowed to replace only 30/. in any one 
year, reckoning from the 20th of November to the 
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20th of November following. The officers of savings 
banks becoming insolvents, are to pay the money 
they may owe to savings banks before any other 
debts. 

In every point of view the savings banks appear cal- 
culated to produce unmingled good. They extend to 
persons of small means all the benefits of banking. 
The industrious have thus a place where their small 
savings may be lodged with perfect security from 
loss, and with the certainty of increase. They tend 
to foster that disposition to accumulate which is 
usually associated with temperance and prudence in 
all the transactions of life. Upon the mercantile 
interests of society they have the same effect as 
commercial banking. The various small sums which 
were previously lying unproductive in the hands of 
•many individuals, are collected into one sum and 
lodged in the public funds. The tendency of this, 
in the first place, is to raise the price of the funds. 
This advanced price may cause some of the holders 
to sell out and to employ their money in trade and 
commerce. Thus the savings banks augment the 
productive capital of the nation. 

It is much to be regretted that the advocates for 
savings banks should ever have proposed these insti- 
tutions as substitutes for benefit societies. Cannot 
the interest of one excellent institution be promoted 
but at the expense of another? Savings banks are a 
useful addition to benefit societies, but cannot supply 
their place. A labourer pays to a benefit club about 
thirty shillings per annum, and for that payment he 
receives about eight shillings per week during the 
time of illness. If this sum be lodged in a savings 
bank, how soon will a few weeks illness exhaust the 
whole. It is no doubt the revelling and excess that 
have too often attended the meeting of benefit socie- 
ties at public houses that have given rise to objections 
against them. It may be expected, however, that 
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as our labourers and mechanics become better in- 
structed these 4 excesses will he avoided. 

But while savings banks do not supersede benefit 
societies, neither do benefit societies supersede the 
necessity for savings banks. The benefit society is 
of use only in case of illness— in no other case has a 
member any claim upon its funds. He cannot draw 
out money to support his wife, to furnish his house, 
or to educate his children. The benefit societies are 
only to guard against calamity, not to increase en- 
joyment. By these, labourers may be saved from the 
parish workhouse 1 , but they must also become depo- 
sitors in a savings bank if they wish to acquire inde- 
pendence. 



[IMS. 



ERRATA. 

Pat;.' 33, line 33, for "this," read " their." 
■ — 71, — 5, for "capital received," read "capital raised." 
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